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INTRODUCTION 

The  HCFA  reorganization  created  an  expanded  role  for  the  old  Institute  for  Medicaid  Manage- 
ment, now  the  "Medicaid/Medicare  Management  Institute"  (M/MMI).  The  Institute  will  continue 
to  provide  a  forum  for  exchange  of  ideas  and  expertise  among  States,  through  conferences  and 
publications,  and  to  maintain  a  clearinghouse  of  Medicaid  management  publications  through  the 
Improvements  Promotion  Division  (IPD).  IPD  staff  will  also  conduct  expanded  Medicaid  and  Medi- 
care program  training  for  HCFA  employees,  and  coordinate  HCFA's  interface  with  the  Medicare 
intermediary  and  carrier  advisory  groups.  The  Institute's  new  role  is  described  in  the  special  reorg- 
anization section  in  this  issue  of  Perspectives. 

This  is  the  first  issue  of  Perspectives  to  be  sent  to  Medicare  contractors.  As  our  publication's 
new  title  reflects,  we  will,  in  future,  include  articles  on  Medicare  operations.  We  welcome  our  new 
readers  and  believe  that  their  contributions  will  enhance  the  benefits  of  our  publication;  since  a 
broader  range  of  ideas  and  experiences  will  be  shared  across  HCFA's  two  major  programs,  Medi- 
care and  Medicaid. 

This  publication  will  continue  to  serve  as  a  vehicle  for  disseminating  various  State  solutions  to 
problems,  innovative  ideas  and  articles  of  general  and  special  interest  to  State  Medicaid  managers 
and  staff.  We  welcome  articles  on  any  subject  related  to  either  program.  We  are  particularly  inter- 
ested in  receiving  articles  from  State  agency  representatives  and  Medicare  contractors.  Responses 
to  previously  published  material  are  also  welcome. 

We  see  this  publication  as  a  joint  effort.  If  it  is  to  be  successful,  we  must  have  contributions 
from  the  States  and  Medicare  contractors  as  well  as  thier  views  on  how  well  we  are  meeting  their 
needs. 

Please  forward  all  communications,  contributions,  requests  for  information,  and  materials  to: 

Mary  Kenesson 

Director,  Medicaid/Medicare  Management  Institute 

Health  Care  Financing  Administration 

Mail  Drop  389,  East  High  Rise 

6401  Security  Boulevard 

Baltimore,  MD  21235 
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THE  CONSULTATIVE  PROCESS 

FOR  CARRIERS  AND  INTERMEDIARIES 


by  PAUL  BELLER 
Background 

Since  the  inception  of  the  Medicare  program 
in  July  1966,  certain  insurance  companies.  Blue 
Cross  and  Blue  Shield  Plans  have  been  selected 
to  process  claims  and  reimburse  for  covered 
services  for  both  hospital  insurance  (Part  A) 
and  medical  insurance  (Part  B)  under  Medicare. 
(Hospital  insurance  includes  inpatient  hospital 
care,  inpatient  care  in  a  skilled  nursing  facility, 
and  care  in  one's  home  by  a  home  health  agen- 
cy. Medical  insurance  covers  physician  serv- 
ices, outpatient  hospital  services  and  supplies.) 

These  private  insurance  companies  are  under 
contract  with  the  Secretary  to  carry  out  certain 
Medicare  functions.  Those  handling  hospital 
insurance  claims  are  referred  to  as  intermedi- 
aries, and  those  handling  medical  insurance 
claims  are  carriers.  Medicare  intermediaries 
include  Blue  Cross  Plans  and  commercial  insur- 
ance companies  such  as  Aetna,  The  Travelers 
Insurance  Company,  and  Nationwide.  Carriers 
include  Blue  Shield  companies  and  commercial 
insurance  companies  (companies  that  deal  in  a 
wide  range  of  insurance  in  addition  to  health 
insurance). 

As  part  of  their  Medicare  operations,  inter- 
mediaries have  responsibility  for  a  variety  of 
claims  related  functions  including  establishing 
eligibility  and  entitlement,  establishing  whether 
the  medical  services  are  covered  by  Medicare, 
and  reimbursing  for  such  services.  Carriers  are 
responsible  for  similar  entitlement  and  cover- 
age functions  as  well  as  establishing  the  reason- 
able charge  for  reimbursement.  About  99%  of 
Medicare  claims  are  processed  by  these  compa- 
nies. 

Within  this  framework,  a  group  of  carriers 
and  intermediaries  were  selected  by  Medicare 
in  1966  to  perform  a  consultative  function. 
These  are  known  as  the  Carrier  Representative 
Group  and  the  Fiscal  Intermediary  Group.  Af- 
ter the  initial  selection  by  Medicare,  changes  of 


representatives  and  companies  in  these  Groups 
have  been  made  by  the  contractors  themselves, 
and  not  by  HCFA. 

Different  methods  of  consultation  provide  for 
contractor  input.  The  three  primary  methods 
are  prior  consultation,  technical  advisory  group 
activities  and  periodic  meetings  and  confer- 
ences. A  description  of  these  types  of  consulta- 
tion will  be  given  later. 


The  Carrier  Representative  Group 

The  Carrier  Representative  Group  (CRG) 
consists  of  Blue  Shield,  commercial  and  inde- 
pendent carrier  representatives-executives  at 
the  vice  president  or  president  levels  within 
their  companies.  CRG  also  includes  representa- 
tives from  the  Blue  Shield  Association,  the 
Health  Insurance  Association  of  America,  and 
the  Railroad  Retirement  Board.  In  all,  there  are 
six  Blue  Shield  and  six  commercial  carrier  rep- 
resentatives in  the  CRG.  In  order  to  provide  all 
carriers  within  the  Medicare  program  opportu- 
nity to  participate  in  this  consultative  process, 
there  is  a  rotational  system.  Carriers  have  a 
two  year  period  of  membership  in  the  CRG. 

The  CRG  membership  comes  from  all  parts 
of  the  country.  Currently,  CRG  membership 
includes  representatives  from  California,  New 
York,  Illinois,  Oklahoma,  Florida,  Texas, 
Washington,  Missouri,  Ohio,  Connecticut,  and 
Iowa. 


The  Fiscal  Intermediary  Group 

The  Fiscal  Intermediary  Group  (FIG)  repre- 
sents all  intermediaries  in  the  Medicare  pro- 
gram. It  consists  of  the  Blue  Cross  Association 
and  the  commercial  intermediaries.  The  Blue 
Cross  Association  is  a  prime  contractor  and 
represents  all  Blue  Cross  Plans  nationally.   In 


1 


addition  to  the  Blue  Cross  Association,  the 
other  members  of  the  FIG  are  seven  commer- 
cial intermediaries,  such  as  Aetna,  Travelers, 
and  Nationwide,  and  the  Health  Insurance 
Association  of  America.  Since  FIG  member- 
ship includes  all  Medicare  intermediaries  there 
is  no  rotation  of  its  membership. 


How  Prior  Consultation  Works 

Since  the  Medicare  program  began,  carriers 
and  intermediaries  have  had  the  opportunity  to 
comment,  in  advance  of  publication,  on  pro- 
posed policies,  procedures,  instructions  or  sys- 
tems that  have  a  significant  impact  on  their 
operations.  "Significant  impact"  is  defined  as  a 
proposal  that  requires  a  change  in  the  contrac- 
tor's operations,  whether  in  claims  processing, 
benefit  interpretation,  utilization  of  medical 
services,  coverage,  financial  or  cost  considera- 
tions, systems  modifications,  data  collection, 
etc.  Where  proposed  instructions  merely  modi- 
fy or  reinterpret  existing  instructions,  they  do 
not  significantly  impact  on  contractor  opera- 
tions, and  are  not  sent  by  HCFA  for  prior  con- 
sultation. 

Before  proposed  materials  are  sent  to  the 
CRG  or  FIG  for  prior  consultation,  HCFA  stafi" 
must  evaluate  whether  or  not  the  instructions 
significantly  impact  on  contractor  operations. 
Contractors  are  generally  given  3  weeks  to  a 
month  to  make  their  responses.  An  example  of 
how  prior  consultation  has  worked  effectively 
can  be  seen  in  the  development  of  the  Carrier 
Quality  Assurance  Program.  This  is  a  program 
designed  to  review  the  carrier's  claims  process 
for  accuracy,  using  an  end-of-line  sample. 
This  received  considerable  carrier  review  in  the 
prior  consultation  process  with  HCFA  making 
many  modifications,  based  on  carrier  sugges- 
tions. When  the  end-of-line  sample  was  imple- 
mented, the  carriers  were  reasonably  satisfied 
that  their  suggestions  had  made  a  more  worka- 
ble and  effective  operation. 

HCFA  may  bypass  prior  consultation  when 
certain  program  requirements  must  be  met. 
This  may  occur  when  the  law  requires  certain 
instructions  to  be  in  effect  by  a  specific  date, 
and  insufficient  time  exists  for  prior  consulta- 
tion. Another  such  case  would  be  when  HCFA 
priorities  make  prior  consultation  unrealistic. 
Whenever   a   significant    item    is    not    sent    for 


prior  consultation,  the  CRG  or  FIG  are  notified 
as  to  the  reason. 


Periodic  Meetings  and  Conferences 

Another  method  used  for  consultation  be- 
tween the  contractors  and  the  Health  Care  Fi- 
nancing Administration  is  periodic  meetings 
and  conferences.  The  Carrier  Representative 
Group  generally  has  four  such  conferences  at 
HCFA  headquarters  in  Baltimore  each  year. 
Fiscal  Intermediary  Group  meetings  are  less 
frequent,  usually  on  a  semi-annual  basis. 

The  agenda  for  such  meetings  include  major 
areas  of  HCFA  and/or  contractor  interest.  The 
items  are  of  national  scope  and  often  lead  to 
HCFA  or  contractor  initiatives  to  produce  a 
change  in  existing  policy  or  procedures.  Exam- 
ples of  agenda  items  addressed  recently  are: 

1.  The   reorganization    of   the    Health    Care 
Financing  Administration 

2.  Medicare/Medicaid  integration 

3.  Major   Medicare/Medicaid    proposals    for 
contracting  changes 

4.  Common  procedural  terminology  and  cod- 
ing 

5.  Carrier    and     intermediary     performance 
standards,  and 

6.  Capital  financing  in  the  health  care  indus- 
try. 

Some  prior  consultation  items  require  further 
consideration  and  may  become  agenda  items  at 
area  meetings  or  conferences. 


Technical  Advisory  Group  Activities 

Technical  advisory  groups  were  created  to 
provide  technical  expertise  early  in  the  devel- 
opment of  proposed  HCFA  issuances.  Each 
panel  of  technical  advisors  consists  of  both 
contractor  and  HCFA  staff,  who  work  together 
in  all  TAG  undertakings.  The  areas  that  current 
tag's  specialize  in  are: 

Carriers'  TAG's 

1.  Claims  processing  and  benefit  interpreta- 
tion 

2.  Financial  management 

3.  Performance  standards  and  evaluation 

4.  EDP  systems  and  forms 


5.  Utilization  review  and  PSRO 

6.  General  administration 

Intermediaries'  TAG's 

1.  Claims  processing  and  benefit  interpreta- 
tion 

2.  Performance  standards  and  evaluation 

3.  Financial  management 

4.  Provider  reimbursement  and  audit 

5.  General  administration 

One  example  of  an  intermediary  TAG  that 
made  a  major  contribution  to  a  HCFA  under- 
taking is  the  Intermediary  Performance  Stand- 
ards TAG.  The  contractor  and  HCFA  staff  have 
been  working  with  the  objective  of  publishing 
performance  standards  regulations  in  the  fall. 
This  has  necessitated  extensive  consultation, 
exchange  of  drafts  and  comments  and  some 
mutual  soul  searching  between  the  parties  in- 
volved. The  regulations  are  mandated  by  P.L. 
95-142. 

The  tag's  tasks  have  required  statistical 
expertise,  sampling  techniques  as  well  as  field 
testing  to  evaluate  the  proposed  performance 
standards.  This  is  an  excellent  example  of  the 


government  and  private  sector  working  togeth- 
er with  fruitful  results. 


Future  Prospects 

With  the  recent  functional  reorganization  of 
the  Health  Care  Financing  Administration,  the 
consultation  process  with  carriers  and  interme- 
diaries will  have  to  be  restructured  to  assure 
that  all  HCFA  Bureaus  are  aware  of  the  con- 
sultative process  and  their  specific  roles  in  this 
activity.  The  integration  of  Medicare  and  Medi- 
caid may  also  provide  opportunity  for  greater 
communication  between  Medicare  carriers  and 
intermediaries  and  Medicaid  fiscal  agents  to 
discuss  crossover  problems  between  the  two 
programs. 


Paul  Beller  is  a  Program  Analyst  in  the  Improvements 
Promotion  Division  of  the  Medicaid/Medicare  Management 
Institute.  He  worked  for  seven  years  as  the  Medicare  Bu- 
reau liaison  with  Medicare  carriers  and  intermediaries  in 
their  consultative  roles.  He  is  a  graduate  to  the  City  Univ- 
ersity of  New  York  and  com  pel  ted  his  graduate  work  in 
Public  Administration  at  New  York  University. 


PRELIMINARY  FINDINQS: 

MONROE  COUNTY'S  ACCESS  PROJECT 

TO  PREVENT  UNNEEDED  NURSING  HOME  ADMISSIONS 


by   GERALD   M.    EGGERT   and   JOYCE   E. 
BOWLYOW 


Monroe  County,  New  York  is  an  economi- 
cally strong  metropolitan  area  with  well  estab- 
lished traditions  of  innovation  and  community 
involvement  in  health  planning.  Monroe  County 
has  a  fairly  low  hospital  bed  supply  (3.2  acute 
beds  per  thousand)'  and  a  larger  nursing  home 
bed  supply  (180  nursing  home  beds  per  thou- 
sand over  75  years  of  age)2  than  other  parts  of 
New  York  State.  About  10%  of  the  population 
is  over  age  65,  and  39%  of  the  65+  group  is 
over  75  years  of  age.  There  are  17  home  health 
care  agencies,  three  of  which  are  certified  under 
Medicare  regulations  for  provision  of  home  nurs- 
ing care. 

The  beds  have  been  well  utilized  The  appro- 
priateness of  admission  of  persons  receiving 
care  at  acute  and  sub-acute  levels  has  been 
confirmed  in  studies  conducted  by  the  Univer- 
sity of  Rochester  School  of  Medicine's  Depart- 
ment of  Preventive  Medicine.  The  Finger 
Lakes  Health  Systems  Agency  has  also  studied 
bed  use  at  sub-acute  levels  of  care.  These  ini- 
tiatives provide  the  basis  for  the  current  bed 
distribution,  and  the  local  decision  that  further 
construction  of  acute  or  long  term  care  facility 
beds  seems  unwarranted  in  Monroe  County  at 
this  time. 


Comprehensive  Preadmission  Evaluation 

A  project  carried  out  in  the  early  1970's  by 
Monroe  Community  Hospital  demonstrated  the 
effectiveness  of  comprehensive  preadmission 
assessment  of  medical,  nursing,  and  psychoso- 
cial needs  prior  to  admission  to  a  long  term 
care   facility.    The    patients   evaluated   by    the 

'Adjusted  for  12%  of  patient  days  used  by  out  of  county 
residents. 

-Adjusted  for  10%  of  patient  days  used  by  out  of  county 
residents. 


Evaluation-Placement  Unit  were  later  found  to 
be  at  levels  of  care  more  appropriate  to  their 
needs  than  similar  patients  not  receiving  the 
same  comprehensive  preadmission  assistance. 

Current  data  provided  by  the  Regional  Utili- 
zation and  Medical  Review  Project  of  the  Ge- 
nesee Valley  Medical  Foundation?  show  that 
97%  of  patients  in  skilled  nursing  beds  in  Mon- 
roe County  are  appropriately  placed  in  regard 
to  level  of  care.  In  addition,  however,  there  is 
a  group  of  patients  waiting  in  hospitals  for 
placement  in  skilled  nursing  facilities  (SNFs). 
These  patients  are,  for  the  most  part,  support- 
ed under  either  the  Medicare  or  the  Medicaid 
programs.  Their  care  is  reimbursed  at  the  acute 
per  diem  rate  (an  average  $225  per  day)  while 
they  await  a  lower  level  of  care  at  a  much  low- 
er per  diem  rate  (an  average  $45  per  day).  The 
continuing  backlog  of  skilled  nursing  level  pa- 
tients at  the  acute  hospital  level,  in  the  face  of 
a  relatively  large  and  sophisticated  skilled  nurs- 
ing bed  capacity,  presents  a  pertinent  opportu- 
nity to  test  the  substitution  of  non-institutional 
service  alternatives. 

Initiatives  from  the  Monroe  County  and  New 
York  State  Departments  of  Social  Services  and 
the  Monroe  County  legislature  to  control  the 
rapid  growth  of  Medicaid  expenditures  led  in 
1975  to  a  Section  1115  demonstration  grant  en- 
titled "A  Demonstration  of  Community-Wide 
Alternative  Long  Term  Care  Models."  The 
purpose  was  to  demonstrate  the  feasibility  of 
investing  in  assessment  and  case  management 
to  divert  institution-bound  clients  into  home 
care.  Monroe  County  was  chosen  as  the  site 
because  of  its  experience  with  other  locally 
managed  research  and  demonstration  projects 


^Genesee  Valley  Medical  Foundation,  Inc.  is  a  project 
sponsored  by  the  Monroe  County  Medical  Society.  The 
group  contracts  with  long  term  care  facilities  to  carry  out 
utilization  review,  as  mandated  in  New  York  State. 


and  because  of  the  unique  supply  and  distribu- 
tion of  acute  and  long  term  care  beds.  In  addi- 
tion, the  home  health  care  agency  system  was 
developed  and  was  generally  accepted  by  phy- 
sicians and  consumers. 

The  Monroe  County  Long  Term  Care  Pro- 
gram, Inc.  was  incorporated  as  a  non-profit 
organization  in  July,  1976.  The  36  member 
Board  of  Directors  is  equally  divided  among 
providers,  public  officials,  and  consumers.  The 
goal  of  the  Monroe  County  Long  Term  Care 
Program,  Inc.  (MCLTCP,  Inc.)  is  to  test  the 
extent  that  long  term  health  and  other  related 
services  can  be  provided  in  a  more  cost  effec- 
tive manner  through  centralized  assessment, 
care  planning,  payment  approval,  and  case 
management/follow-up. 

The  program  works  with  Federal  1115  waiv- 
ers coupled  with  enabling  State  legislation.  In 
addition,  a  memorandum  of  understanding  with 
the  New  York  State  Health  Department  and 
contracts  with  the  New  York  State  and  Monroe 
County  Departments  of  Social  Services 
(MCDSS)  provide  for  the  following: 

1.  Waiver  of  the  current  State  mandated 
admission  assessment  documentation. 

2.  Reimbursement  rates  under  Medicaid  for  a 
full  range  of  assessment  and  case  manage- 
ment services,  regardless  of  client's  pay- 
ment status.  See  Table  1. 

3.  Transfer  of  responsibilities  from  the 
MCDSS  Medical  Director  to  the 
MCLTCP,  Inc.  Medical  Director;  transfer 
of  payment  approval  for  long  term  care 
services  (institutional  and  community)  for 
Medicaid  long  term  care  clients  from 
MCDSS  to  MCLTCP,  Inc. 

4.  Inclusion  of  seven  community-based 
health  related  social  services  in  addition 
to  those  normally  reimbursed  by  the  New 
York  State  Medicaid  Program.  See  Table 
2. 

After  30  months  of  preparation,  the  program 
aspect  of  the  demonstration,  named  ACCESS 
(Assessment  for  Community  Care  Services) 
opened  for  service  in  December,  1977.  AC- 
CESS is  based  upon  the  necessity  to  insure 
continuity  of  care,  as  the  primary  responsibility 
for  direct  service  provision  shifts  from  agency 
to  agency,  from  one  combination  of  health  and 
social  services  to  another,  from  one  level  of 
care  to  another,  and  from  one  site  to  another. 


The  problem  germane  to  long  term  home 
care  is  the  need  for  detailed  assessment  and 
case  management  to  coordinate  the  various 
services  each  client  needs  in  the  home.  By 
making  preadmission  assessment  and  case 
management  services  available  to  self-pay 
clients,  ACCESS  has  the  potential  to  impact  on 
the  use  of  a  larger  number  of  acute  and  long 
term  care  beds,  than  would  a  model  limited 
only  to  Medicaid  recipients.  This  is  relevant  to 
Monroe  County,  New  York,  with  a  seemingly 
sufficient  number  of  long  term  care  beds.  How- 
ever, there  are  still  Medicare/Medicaid  patients 
waiting  in  acute  hospitals  who  cannot  be 
placed,  in  a  timely  fashion,  in  skilled  nursing 
facility  beds  or  be  discharged  home  with  serv- 
ices.4 


Case  Management 

Case  management  in  the  ACCESS  model 
considers  the  client's  health,  psychosocial, 
financial  and  environmental  needs  and  re- 
sources and  extends  service  management  be- 
yond the  traditional  single  discipline  model. 
Case  management  teams  consist  of  professional 
nurses,  and  medical  and  psychiatric  social 
workers,  and  clerical  support  persons. 

Case  managers  perform  an  administrative 
service,  the  purpose  of  which  is  to  assure  that 
the  client  has  the  opportunity  to  obtain  care  in 
the  most  independent,  least  restrictive  setting. 
The  case  management  team  coordinates  a  proc- 
ess that  includes  supervision  of  a  comprehen- 
sive preadmission  assessment,  development  of 
a  service  plan,  payment  approval  (for  Medicaid 
recipients),  supervision  of  a  service  initiation 
process,  and  monitoring  of  follow-up  proce- 
dure. A  major  objective  is  to  encourage  use  of 
home  care  whenever  it  is  appropriate  and  less 
expensive  than  institutional  care.  Throughout 
the  process,  a  distinction  is  made  between  level 
of  care  and  locus  of  care.  The  level  of  care 
(skilled  nursing,  health-related,  or  domiciliary 
care)  is  based  on  the  medical  and  nursing  needs 
of  the  client.  The  locus  of  care  (institutional  or 
community)  is  based  upon  psychosocial,  envi- 


''On  an  average  in  Monroe  County,  140  patients  are 
awaiting  lower  level  of  care,  occupying  6.9%  of  the  acute 
bed  capacity,  according  to  data  obtained  from  the  draft 
Community  Hospital  Plan  from  the  Finger  Lakes  Health 
Systems  Agency. 


TABLE  1 


TABLE  2 


ACCESS  Assessment  Services 


ACCESS  Seven  Additional  Medicaid  Services 


(*available  at  no  charge  to  any  Monroe  resident  18  years  or 
older,  in  need  of  long  term  care) 

Nursing-Psychosocial  Assessment 

The  comprehensive  assessment,  completed  by  health  pro- 
fessionals, delineates  a  client's  needs,  determines  an  appro- 
priate level  of  care  and  recommends  a  plan  of  care  for  the 
client. 


(*available  to  Medicaid  recipients  at  skilled  nursing  and 
health-related  levels  of  care) 

Friendly  Visiting 

Evaluation  and  arrangement  of  personal  visits  to  clients  for 
the  purpose  of  establishing  interpersonal  relations,  an  infor- 
mal monitoring  system,  and  an  entry  point  for  active  so- 
cialization. 


Medical  Evaluation 

The  comprehensive  assessment  and  proposed  plan  of  care 
are  reviewed  by  the  client's  physician  for  recommendations 
and  approval.  Where  necessary,  the  physician  can  com- 
plete a  comprehensive  medical  work-up  with  accompanying 
diagnostic  test  and  procedures. 

Financial  Counseling 

When  requested,  confidential  financial  counseling  will  be 
provided  to  the  client  and/or  family.  Financial  assets,  in- 
cluding insurance  and  other  third  party  benefits,  will  be  re- 
viewed to  assure  the  most  prudent  use  of  these  resources 
in  meeting  the  client's  long  term  care  needs. 

In-Home  Architectural  Review 

If  necessary,  a  home  visit  will  be  made  by  an  occupational 
therapist  to  recommend  ways  the  home  may  be  modified  to 
assure  the  client's  mobility,  safety  and  independence. 

Psychosocial  Counseling 

If  overriding  psychosocial  problems  are  evident,  a  limited 
number  of  counseling  sessions  may  be  provided  to  the  cli- 
ent/family by  a  social  worker. 

Coordination  of  Services/On-Going  Case  Management 
If  home  care  is  feasible,  appropriate  home  support  services 
will  be  arranged  and  coordinated  by  ACCESS  case  man- 
agers. Ongoing  contact  and  follow-up  visits  as  necessary  will 
serve  to  insure  proper  coordination  of  needed  service,  al- 
low for  revision  of  care  plans  whenever  change  in  service 
needs  becomes  apparent,  and  give  assurance  to  the  client/ 
family  that  whenever  questions  or  problems  arise  an 
ACCESS  case  manager  will  be  prepared  to  deal  with  the  sit- 
uation. 


Housing  Improvement 

The  arrangement  of  an  evaluation  and  the  provision  of  the 
following  housing  repairs  and/or  modifications  to  provide 
safe,  adequate  housing.  (I)  Installation  of  ramps;  (2)  instal- 
lation of  handrails;  (3)  widening  of  doorways;  (4)  placement 
of  shut-off  valves  on  all  gas  appliances.  In  all  cases,  except 
those  specifically  designated  a  priori  by  the  ACCESS  case 
manager,  the  home  shall  be  owned  and  occupied  by  the 
client. 

Home  Maintenance/Heavy  Chore  Tasks 
Evaluation  of  and  arrangement  for  the  provision  of  heavy 
housekeeping  tasks  which  are  necessary  to  maintain  a  safe, 
sanitary  living  environment.  TTiese  services  are  available  on 
a  (jeriodic  basis  associated  with  seasonal  home  mainte- 
nance tasks,  relocation  to  new  living  quarters  or  return 
home  from  a  facility. 

Housing  Assistance 

Arrangement  of  temporary  financial  assistance  (limited  to 
$100  per  client  per  month)  for  ACCESS  clients  who  apply 
for  rent  subsidized  dwellings.  This  service  is  designed  to 
serve  those  clients  who  because  of  physical  and/or  financial 
problems  can  no  longer  maintain  their  living  arrangement. 

Transportation 

Arrangement  of  necessary  transportation  for  the  purposes 
of  socialization  or  shopping  or  any  other  activity  that  is  an 
integral  part  of  the  ACCESS  care  plan.  Such  transportation 
is  limited  to  once  a  week. 

Moving  Assistance 

Arrangement  of  assistance  for  the  purpose  of  moving  from 
one  residence  to  another  including  help  with  necessary 
packing  and  unpacking. 

Respite  Care 

Arrangement  of  temporary  institutional  or  non-institutional 
care  for  ACCESS  clients  who  live  at  home  and  are  cared  for 
by  their  families  or  other  informal  support  systems.  This 
service  shall  be  offered  for  a  period  of  time  not  to  exceed  14 
days  per  year. 


ronmental.  and  financial  resources  of  the 
clients.  One  of  the  most  salient  considerations 
in  the  locus  of  care  decision  is  the  client's 
choice  to  remain  at  home  or  enter  a  facility. 

Implementation  and  Outcomes 

Volume  of  Activity  and  Source  of  Referral: 
In  the  initial  14  months  of  ACCESS  activity, 
3,434  referrals  were  received;  1,699  from  the 
hospitals  and  1,735  from  community  sources. 
The  average  age  was  78  years,  70%  were  fe- 
male, and  74%  were  either  widowed,  divorced 
or  single.  The  hospital  referrals  came  primarily 
from  Genesee  (43%),  Park  Ridge  (31%),  and 
Highland  (14%),  reflecting  their  time  of  entry 
into  the  ACCESS  program.  The  community 
referrals  came  from  the  home  health  agencies 
(29%),  clients  and/or  families  (27%),  long  term 
care  facilities  (12%),  the  Monroe  County  De- 
partment of  Social  Services  (9%),  other  human 
services  agencies  (7%)  and  physicians  (4%). 

A  total  of  2,492  clients  have  been  processed 
through  the  assessment  stage  and  either  have 
been  set  up  with  a  package  of  home  services  or 


have  been  admitted  to  a  long  term  care  facility. 
In  addition,  200  clients  died,  170  withdrew,  370 
were  either  admitted  to  a  hospital  or  were  resi- 
dents of  a  nursing  home,  and  202  are  in  the 
assessment  and  care  planning  phase. 

Payment  Status  and  Client  Disposition:  Of 
the  2,492  clients  who  have  been  processed  into 
the  system,  57%  are  at  home  and  the  others 
have  been  admitted  to  a  facility.  As  shown  in 
Table  3,  61%  of  those  assessed  were  at  the 
skilled  level  of  care,  17%  at  health-related  lev- 
els, and  the  remaining  22%  at  the  domiciliary 
level.  Of  those  at  home,  half  are  self- 
pay  and  half  are  Medicaid  recipients.  Of 
the  clients  admitted  to  facilities,  however,  35% 
are  Medicaid  eligible  and  65%  are  self-pay.  A 
relationship  appears,  for  if  the  client  is  a  Medi- 
caid recipient  and  assessed  at  the  skilled  care 
level,  she/he  will  probably  remain  at  home;  but 
if  the  client  is  self-pay  at  the  skilled  level,  she/ 
he  will  probably  be  admitted  to  a  nursing 
home.  Level  of  care  is  not  the  key  variable, 
rather  it  is  source  of  payment,  with  the  Medi- 
caid recipient  being  most  likely  to  remain  in  the 
community. 


TABLE  3 


Client  Disposition  and  Payment  Status 

Total  Cases  in  the  Case  Management  and  Review  Stage 

December  15,  1977  -  February  28,  1979 


Clients  at  Home 


Medicaid 


Other 


Total 


%  of  Total  Cases 


Dom.  Care  Level'' 
Dom.  Care  Levelt" 
Health-Rei.  LeveK 
Ski.  Nurse  L^vel 

Subtotals 


24 

65 

89 

3.6% 

113 

165 

278 

11.2% 

135 

158 

293 

11.8% 

445 

318 

763 

30.6% 

717 


706 


1423 


57.1% 


Clients  Admitted 
to  Facilities 

Dom.  Care  Fac. 
Health-Rel.  Fac. 
Ski.  Nurse  Fac. 


Subtotals 


TOTALS 
Percentage 


76 

91 

167 

6.7% 

68 

78 

146 

5.9% 

256 

500 

756 

30.3% 

400 

669 

1069 

42.9% 

1117 

1375 

2492 

44.8% 

55.2% 

100% 

"Lower  than  Domciliary  Care  l^vel  clients  have  minimal  to  no  health  care  needs. 

''Domiciliary  Care  l,evel  is  the  generic  term  for  Proprietary  Homes  for  Adults  and  Homes  for  the  Aged  in  New  York  State. 

'^Health-Related  I>evel  is  New  York  State's  equivalent  of  the  Intermediate  Care  Lxvel. 
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Hospital  Discharges:  In  each  of  local  hospi- 
tals, the  ACCESS  case  manager  acts  in  a  con- 
sultative/supportive role  to  the  discharge  plan- 
ning team.  The  program  has  been  initiated  with 
each  hospital  on  an  incremental  basis,  taking 
into  account  the  mode  of  case  finding  and  dis- 
charge planning  operation  in  each  hospital.  The 
models  range  from  a  highly  active  ACCESS 
role  to  one  of  ACCESS  review  and  recommen- 
dation of  the  discharge  planning  team's  activi- 
ties. For  instance,  in  one  hospital  the  ACCESS 
case  manager  completes  the  comprehensive 
preadmision  assessment  documentation  and 
works  with  the  families.  In  two  hospitals,  a 
special  assessment  nurse  hired  by  the  hospital 
completes  assessments  and  the  discharge  plan- 
ners work  with  the  families.  In  yet  another 
hospital  the  case  manager  attends  discharge 
planning  rounds  to  help  identify  patients  in  the 
hospital  who  are  appropriate  candidates  for 
ACCESS  services.  The  floor  nurses  and  dis- 
charge planners  complete  the  documentation 
and  work  with  the  families. 

For  all  hospital  referrals,  the  case  manager 
reviews  the  assessment  documentation  and  cer- 
tifies the  level  of  care.  Additional  assessment 
consultations  (complete  medical  evaluation, 
financial  counseling,  in-home  architectural  bar- 
rier review,  and  psychosocial  counseling)  may 
be  brought  in  at  this  time.  Care  plans  are 
drawn  up  by  the  discharge  planners,  and  are 
reviewed  by  the  case  manager,  who  may  com- 
ment or  offer  suggestions  about  the  plan.  After 
agreement  among  the  involved  parties  (asses- 
sor, client,  family,  case  manager)  has  been 
reached  on  the  care  plan,  the  case  manager 
works  with  the  discharge  team  to  coordinate 


initiation  of  home  care  services,  or  to  secure  an 
appropriate  nursing  home  admission. 

During  the  first  14  months  of  ACCESS  oper- 
ations, 25%  of  skilled  nursing  level  ACCESS 
clients  referred  from  hospitals  returned  to  their 
home  environment.  A  higher  proportion  of 
Medicaid  eligible  (37%)  than  self-pay  clients 
(18%)  returned  home.  (Table  4) 

The  number  and  type  of  long  term  care  pa- 
tients waiting  in  acute  hospitals  for  discharge  is 
heavily  dependent  upon  the  availability  of  nurs- 
ing home  beds.  It  is  thought  that  a  very  tight 
bed  situation  coupled  with  a  low  Medicaid 
reimbursement  rate  have  contributed  to  the 
paucity  of  a  skilled  level  bed  availability  for 
Medicaid  or  nearly  Medicaid  eligible  clients. 
The  numbers  of  publicly  supported  (Medicare 
and  Medicaid)  approved  days  "awaiting  long 
term  care  placement"  have  increased  by  21% 
during  the  first  year  of  ACCESS  implementa- 
tion. The  number  of  patients  however,  declined 
by  2%  as  shown  in  Table  5.  A  contributing  fac- 
tor has  also  been  the  concomitant  closure  of 
257  skilled  nursing  beds  in  Monroe  County. 
More  evaluation  about  the  alternate  care  day 
situation  in  hospitals  will  be  done  in  the  second 
year  of  ACCESS  implementation  by  an  inde- 
pendent evaluator. 

Community  Referrals:  Community  clients  in 
need  of  long  term  care  are  referred  for  a  com- 
prehensive preadmission  assessment,  usually 
conducted  by  a  certified  Community  Health 
Nurse  (CHN).  The  case  manager  assumes  the 
same  type  of  consultative  role  to  the  CHN  as 
with  the  hospital  discharge  planners  with  regard 
to  level  of  care  certification,  care  plan  develop- 
ment, and  service  coordination. 


TABLE  4 

Disposition  of  Skilled  Nursing  Level 

Access  Clients  from  Hospitals 

December  15,  1977  -  February  28,  1979 


Medicaid 


Other 


Total 


Home 

Skilled 

Nursing 

Facility 


# 

% 

# 

% 

# 

% 

130 

37 

91 

18 

221 

26 

218 

63 

426 

82 

644 

74 

348 

100 

517 

100 

865 

100 

TABLE  5:  Approved  Alternate  Care  Days  for  Hospitals  in  Monroe  County''^ 
January  -  December,  1977  and  1978 


Medicare  Eligible 


Skilled  Nursing  LeveP 


Medicare  Eligible^ 


Less  Than 
Skilled  Nursing  Level 


Medicaid  Eligible-^ 

Skilled  Nursing 
And  Less  Than 
Skilled  Nursing  Levels       Totals       Totals 


1977         1978    Change         1977         1978    Change         1977         1978    Change         1977         1978    Change 
Total  21,590      26,366       +22%       11,115       13,607       +22%        2,694        2,818       +  4%      35,399      42,791       +21% 

Days 

Average  8.8  22.7       +21%  24.5  32.2       +31%  16.9  19.3       +14%  20.1  24.7       +23% 

Length  of 
Stay 

Total  1,151         1,163         +0%  454  422       -7%  159  146       -8%        1,764        1,731        -2% 

Patients 

1.  Without  Monroe  Community  Hospital 

2.  Date  generated  by  the  Genesee  Region  PSRO,  109  S.  Union  St.  Rochester,  New  York 

3.  Title  XVIII  definition 

4.  May  also  be  Medicaid  eligible 

5.  May  not  be  Medicare  eligible 


In  contrast  to  the  outcome  for  hospital 
clients,  the  majority  (83%)  of  skilled  level 
community  clients  remain  in  the  community. 
Again,  there  is  a  noticeable  difference  in  the 
proportions  remaining  home  when  one  looks  at 
payment  source.  Of  the  Medicaid  clients,  89% 
remain  home  while  only  75%  of  self-pay  clients 
remain  home.  The  major  contrast  is  in  the  pro- 
portions of  clients  referred  from  the  communi- 
ty who  return  home  (83%)  versus  clients  re- 
ferred from  hospitals  (25%).  This  probably  re- 
flects the  fact  that  hospital  referrals  tend  to  be 
more  disabled  and  tend  to  have  no  families,  or 
families  who  feel  less  able  to  cope  with  contin- 
ued heavy  care  and  supportive  responsibilities. 
(See  Table  6.) 

Medicaid  Skilled  Nursing  Home  Admissions: 
Of  prime  interest  to  State  and  county  officials 


TABLE  6 
Disposition  of  Sltilled  Level  Access  Clients 
From  the  Community 
December  15,  1977  -  February  28,  1979 


is  the  volume  of  Title  XIX  admissions  to 
SNFs.  In  1978  there  were  563  Medicaid  admis- 
sions to  SNFs,  a  24%  decline  from  the  1977 
figures  (738  admissions).  Some  home  place- 
ments of  Medicaid  clients  may  be  due  to  lack 
of  nursing  home  bed  availability.  What  is  hap- 
pening seems  to  be  a  combination  of  factors: 
more  Medicaid  clients  are  staying  home  longer 
and  more  are  being  discharged  home  from  hos- 
pitals. But  those  who  cannot  be  discharged 
home  from  hospitals  are  waiting  longer  in  hos- 
pitals for  a  skilled  nursing  home  bed. 

Acute  hospital  alternate  care  days  for  Medi- 
caid clients  (who  are  not  Medicare  eligible)  in- 
creased 4%  (from  2,694  in  1977  to  2,818  in 
1978).  Tlie  reduced  level  of  Medicaid  admis- 
sions to  SNFs  cannot  be  considered  to  be  posi- 
tive from  a  cost  point  of  view  until  the  number 
of  alternate  care  days  experienced  by  Medicare 
and  Medicaid  in  acute  hospitals  remains  con- 
stant or  declines.  (See  Table  7.) 


Medicaid 

Other 

Total 

TARI  K  1 

Home 

# 
315 

38 

% 
89 

II 

# 

221 

74 

% 
75 

25 

# 
542 

112 

% 
83 

17 

Medicaid  SNF  Admissions, 
1974  -  1978 

Monroe  County 

Skilled 
Nursing 

1974 

1975 

1976 

1977 

1978 

Facility 

353 

100 

301 

100 

654 

100 

842 

876 

746 

738 

583 
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Conversions    to    Medicaid    by    Nursing 
Home  Patients 

A  patient  residing  in  a  nursing  home  who 
shifts  payment  source  from  self-pay  to  Title 
XIX  is  the  definition  of  a  "Medicaid  Conver- 
sion." In  1977,  there  were  279  requests  for 
Medicaid  coverage  by  patients  in  SNFs.  In 
1978,  this  figure  was  462,  an  increase  of  66%. 
Concerned  by  the  size  of  the  increase,  the  mat- 
ter was  studied  with  the  help  of  the  Monroe 
County  Department  of  Social  Services.  While 
462  skilled  nursing  patients  applied  for  Medi- 
caid coverage  during  1978,  351  were  approved 
as  Title  XIX  eligible.  The  same  situation  exists 
with  the  HRFs,  where  the  number  of  requests 
for  Medicaid  coverage  increased  by  60%  (60 
requests  in  1977  and  96  in  1978),  but  only  60 
were  approved.  The  reason  for  denial  in  most 
cases  seems  to  be  excess  resources. 

A  second  issue  with  the  approved  Medicaid 
conversions  is  the  length  of  time  the  client  was 
in  the  facility  before  their  own  funds  were  ex- 
hausted. At  the  SNF  level,  40%  exhausted  their 
own  funds  within  six  months  of  admission  and 
another  21%  within  12  months  of  admission,  a 
total  of  61%  within  the  first  year.  At  the  HRF 
level,  the  comparable  figures  were  46%  within  six 
months  and  another  21%  within  12  months,  for 
a  total  of  67%  within  the  first  year.  Since  these 
persons  enter  the  facility  as  self-pay  clients, 
there  is  no  requirement  that  an  ACCESS  evalu- 
ation be  performed.  A  reasonable  argument 
could  be  made  that  those  patients  who  can  be 
expected    to    apply    for    Medicaid    within    six 


months  of  their  admission  are  in  fact  "pre- 
sumptive" or  potential  Medicaid,  and  should  be 
strongly  encouraged  or  required  to  receive 
preadmission  assessment  and  care  planning 
services  to  insure  that  home  care  options  are 
seriously  considered  before  a  nursing  home 
admission  is  approved.  In  this  way  some  de- 
mand on  the  tight  SNF  beds  might  be  diverted, 
especially  if  the  "presumptive"  Medicaid  recip- 
ient is  already  in  the  community,  where  75%  of 
the  non-Medicaid  skilled  level  clients  are  able 
to  remain  in  an  independent  setting. 

Issues 

Cost:  A  major  issue  to  policy  planners  is  the 
curtailment  of  rapidly  increasing  public  expend- 
itures. While  MCLTCP,  Inc.  cannot  collect 
complete  data  about  all  claims  submitted  by 
vendors  for  home  care,  data  is  available  about 
the  home  care  services  which  ACCESS  has 
approved  for  Medicaid  clients.  ACCESS  uses  a 
cost  ceiling  criterion,  in  that  the  case  manager 
may  approve  payment  for  Medicaid  clients' 
home  care  plans  whose  projected  three  month 
cost  will  be  75%  or  below  the  cost  of  the  com- 
parable level  of  institutional  care.  All  plans 
whose  projected  costs  exceed  75%  must  be  re- 
viewed by  the  Deputy  Director  of  Monroe 
County  Department  of  Social  Services. 

As  a  result  of  this  system  for  the  cost  effec- 
tive use  of  non-institutional  alternatives,  the 
ACCESS  approved  cost  for  the  Medicaid  recip- 
ients placed  at  home  has  been  generally  50%  or 
less  of  the  Medicaid  rate  for  the  comparable 
institutional  level  of  care.  Table  8  shows  that 


TABLE  8:  Projected  Daily  Medicaid  Costs  for  Home  Care  Services 
December  15,  1977  -  February  28,  1<>79 


Access 

Adjusted 

Total 

%  of  Institutional 

Level  of  Care 

No.  Cases 

Approved 

Cost2 

Estimated 

Equivalent  Based  on 

Cost' 

Cost 

Adjusted  Cost 

Less  Than  Domiciliary 

24 

2.66 

1.97 

4.63 

29%  of  $16.00 

Care  LeveP 

Domiciliary  Care  Level 

113 

5.01 

1.97 

6.98 

44%  of  $16.00 

Health  Related  Level" 

135 

9.22 

1.97 

11.19 

41%  of  $27.00 

Skilled  Nursing  Level 

445 

19.43 

2.90 

22.33 

50%  of  $45.00 

TOTAL 

717 

'Derived  from  home  nursing,  home  health  aide,  and  equipment  prior  approved  by  ACCESS. 

^For  all  other  Medicaid  reimbursed  non-institutional  services  (drugs,  physician  and  clinic  visits,  etc.)  not  prior  approved  by 
ACCESS.  (ESTIMATED) 
^No  or  minimal  needs. 
■•Health  Related  level  is  New  York  State's  equivalent  of  the  Intermediate  Care  level. 
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for  all  Medicaid  home  care  clients  placed  at 
home,  the  average  cost  for  the  highest  level  of 
care  is  $22.33,  which  is  50%  of  the  average 
$45.00  Medicaid  per  diem  in  Monroe  County 
skilled  nursing  facilities. 

Prevention:  Other  issues  involved  in  long 
term  care  are  early  intervention  modes  into 
clients'  homes,  which  may  prevent  inappro- 
priate or  premature  institutional  placement.  The 
underlying  premise  for  such  an  approach  lies  in 
the  inherent  benefit  of  supporting  the  independ- 
ent functioning  of  elderly  persons  while  they 
still  reside  in  their  homes,  rather  than  delaying 
until  they  have  had  multiple  hospital  admis- 
sions, which  finally  result  in  a  nursing  home 
admission.  Preventing  a  client's  caretaker  from 
"burning  out"  is  an  important  component. 
Family  support  counseling  groups  are  possible 
mechanisms  to  aid  caretakers  in  dealing  with 
the  stress  and  family  upset  sometimes  resulting 
from  a  burdensome  care  responsibility.  Respite 
care  is  also  recognized  as  an  essential  compo- 
nent in  preventing  care  plan  breakdown. 

Nursing  Home  Innovations:  It  has  been  stat- 
ed lack  of  access  to  available  skilled  nursing 
facility  beds  has  contributed  to  the  backlog  of 
patients  at  the  acute  hospital  level  waiting 
placement  to  lower  levels  of  care.  Equal  reim- 
bursement rates  to  nursing  homes  regardless  of 
patient  payment  source,  and  the  guarantee  that 
payment  will  be  made  after  admission  are  pos- 
sible answers  to  ease  discrimination  of  certain 
patients  based  upon  reimbursement  alone. 
Nursing  homes  must  also  deal  with  a  limited 
number  of  individuals  with  special  needs  due  to 
behavioral  aberrations.  These  patients  create 
special  care  problems  which  allow  them  to  be 
adequately  cared  for  only  in  the  skilled  nursing 
facility,  even  though  their  other  care  needs 
may  be  minimal.  Diversion  of  these  individuals 
to  lower  level  facilities  with  psychiatric  backup 
may  be  a  viable  area  for  future  development. 

Use  of  Innovative  Non-Institutional  Alterna- 
tives: ACCESS  case  managers  often  aid  clients 
with  many  complex  social,  psychological  and 
medical  needs  to  remain  in  their  homes.  This 
may  be  accomplished  through  the  use  of  con- 
sultants who  counsel  clients  regarding  their 
financial,  social,  and  environmental  needs. 
Clients  and  their  families  may  be  helped  to  re- 
alize fully  their  potential  capacities  for  home 
care.  Referrals  are  made  to  the  adult  day  care. 


rehabilitation  and  nutrition  programs  and  social 
service  programs  which  exist  in  Monroe  Coun- 
ty. TTiere  are  currently  thirty-seven  housing 
complexes  which  have  services  for  senior  citi- 
zens. The  use  of  innovative  housing  alterna- 
tives, such  as  shared  living  arrangements  be- 
tween two  unrelated  clients,  is  also  an  area 
which  MCLTCP,  Inc.  hopes  to  develop  further. 
Effects  of  Home:  It  is  not  known  how  pa- 
tient status  outcome  will  diiTer  between  clients 
receiving  home  care  services  and  clients  placed 
in  institutions.  Disability  indices  (such  as  the 
ability  to  ambulate  or  perform  other  activities 
of  daily  living),  measures  of  psychosocial  func- 
tioning, and  other  morbidity  data  are  available 
for  analysis  and  comparisons  between  the  two 
groups  of  clients.  Rates  of  mortality  are  also 
needed  to  determine  differences  in  patient  out- 
come. 


Conclusions 

The  ACCESS  model  features  a  single-entry 
system  with  uniform  assessment  and  utilization 
review  tools.  It  is  set  up  as  a  gatekeeper 
mechanism  for  Medicaid  clients  seeking  facil- 
ity admission.  It  has  been  shown  that  a  greater 
proportion  of  Medicaid  clients  than  self-pay 
clients  remain  in  community  settings  rather 
than  enter  nursing  homes.  However,  since  self- 
pay  individuals  have  no  restrictions  to  their  fa- 
cility admission,  and  Medicaid  facility  reim- 
bursement policies  continue  to  provide  a  disin- 
centive to  administrators  to  take  Medicaid 
clients,  the  backlog  of  patients  waiting  place- 
ment in  acute  hospitals  may  be  little  affected 
by  such  a  program  as  ACCESS.  Penetration 
into  the  self-pay  market  of  individuals  seeking 
facility  admission  will  help  ACCESS  focus  on 
admission  related  to  need  rather  than  payment 
source. 

Two  features  of  the  ACCESS  program  may 
have  helped  to  keep  the  backlog  of  hospital 
patients  waiting  placement  smaller  than  it 
would  have  been  otherwise.  Early  case  finding 
of  clients  in  the  community  may  have  prevent- 
ed their  premature  hospital  admission;  more 
importantly  ACCESS  support  to  the  hospital 
discharge  planning  process,  early  identification 
of  hospital  clients  needing  post  acute  long  term 
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care  services,  and  aid  in  coordinating  more 
complex  home  care  plans  may  have  helped  to 
discharge  earlier  clients  who  would  have  waited 
in  hospitals  for  placement.  A  precise  statistical 
description  of  the  impact  that  ACCESS  has  had 
in  assisting  larger  numbers  of  clients  to  remain 
at  home,  will  follow  as  the  program  matures 
and  independent  evaluation  efforts  have  had 
time  to  gather  and  analyze  more  extensive  pro- 
gram and  cost  data. 
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SELECTIVE  RISK-SHARING:  A  NEW  REIMBURSEMENT 
ALTERNATIVE 


by  RIGBY  LEIGHTON 
Introduction 

Medicaid  programs  use  a  variety  of  reim- 
bursement methods  —  virtually  a  unique  meth- 
od for  each  provider  type.  Typically,  physi- 
cians are  on  a  fee-for-service  basis,  with  maxi- 
mum fees  set  by  a  "usual,  customary,  and  pre- 
vailing" rule,  or  perhaps  a  simple  schedule  of 
maximum  allowances.  Pharmacists  usually  re- 
ceive acquisition  costs  plus  a  standard  profes- 
sional fee;  hospitals  are  on  reasonable  cost 
reimbursement;  nursing  homes  ordinarily  re- 
ceive cost  plus  a  profit  margin  up  to  a  maxi- 
mum, and  so  forth.  Although  these  reimburse- 
ment methods  differ  considerably  in  detail,  a 
State  Medicaid  agency  has  three  objectives  that 
apply  to  all  of  them: 

1.  To  have  the  reimbursement  level  for  each 
provider  type  high  enough  (in  the  percep- 
tion of  the  provider  community)  to  assure 
Medicaid  beneficiaries  access  to  necessary 
health  care  services. 

2.  To  avoid  spending  more  money  than  is 
necessary  to  achieve  the  first  objective. 

3.  To  minimize  the  administrative  costs  asso- 
ciated with  meeting  the  first  two  objec- 
tives. 

Most  of  the  reimbursement  methods  do  not 
meet  these  objectives  very  well  at  all.  For 
example,  when  a  State  Medicaid  agency  at- 
tempts to  minimize  maximum  levels  for  physi- 
cian fees.  Objective  1  may  be  put  in  jeopardy 
because  physicians  with  little  Medicaid  practice 
will  tend  to  reduce  their  participation  in  the 
program.  Objective  2  is  put  in  jeopardy  be- 
cause physicians  with  considerable  Medicaid 
practice  have  an  incentive  toward  over-utiliza- 
tion, and  Objective  3  is  in  jeopardy  because  the 
State  agency  must  use  computer  and  personnel 
resources  to  protect  against  the  over-utilization, 
fraud,  and  abuse  that  is  stimulated  by  the  reim- 
bursement method. 


We  believe  that  these  objectives  can  be  met 
through  the  prospective  capitation  rate  method 
typically  used  for  contracts  with  HMOs  or 
HMO-like  organizations.  The  contractor  takes 
on  the  legal  obligation  to  provide  all  necessary 
health  services  to  Medicaid  enrollees,  thus  ful- 
filling the  first  objective.  Such  organizations 
can  deliver  care  more  efficiently  than  the  fee- 
for-service  community,  so  if  the  Medicaid 
agency  is  adept  at  rate  setting  the  second 
objective  will  be  met  as  well.  The  third  objec- 
tive is  served  through  eliminating  the  tribula- 
tions of  both  fee-for-service  claims  adjudica- 
tion and  retrospective  cost  settlement.' 

The  usual  Medicaid  contract  with  an  HMO 
has  the  contracting  organization  at  risk,  which 
means  that  the  contractor  must  bear  the  ad- 
verse fiscal  effects  if  actual  costs  exceed  the 
prospectively  determined  capitation  levels. 
Conversely,  the  contractor  may  retain  all  sav- 
ings resulting  from  actual  costs  turning  out  to 
be  less  than  the  prospectively  determined  capi- 
tation levels.  A  variation  on  this  theme  is  risk- 
sharing,  in  which  the  State  and  the  contractor 
share  (under  some  specified  formula)  the  ex- 
cess costs  or  savings  that  are  represented  by 
the  difference  between  actual  costs  and  the 
prospectively  determined  capitation  rates. 

The  purpose  of  this  paper  is  to  describe  a 
form  of  risk-sharing  being  used  in  California 
(and  we  believe  for  the  first  time  in  any  Medi- 
caid program);  a  concept  we  call  selective  risk- 
sharing.  In  California,  risk-sharing  is  being 
used  presently  for  contracts  with  prepaid  health 
plans,  but  we  believe  the  concept  can  be  ap- 
plied for  other  provider  types  as  well,  such  as 


'We  hasten  to  add,  however,  that  a  properly  managed 
program  of  Medicaid  contracts  with  HMOs  requires  a  level 
of  administrative  effort  like  that  associated  with  the  usual 
fee-for-service  program.  California's  program  of  contract- 
ing with  prepaid  health  plans  ran  into  serious  difficulty  in 
its  earlier  years  primarily  because  there  was  inordinate 
faith  that  the  contracting  organizations  would  not  need 
careful  monitoring. 
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hospitals.  We  will  begin  with  a  discussion  of  at- 
risk  and  risk-sharing  reimbursement  theory, 
then  define  the  selective  risk-sharing  concept 
and  the  manner  in  which  it  is  being  used  in  Cal- 
ifornia. We  will  then  conjecture  about  the  appl- 
icability of  this  concept  for  hospital  inpatient 
reimbursement. 


Risk  and  Risk-Sharing 

As  stated,  under  the  usual  Medicaid  contract 
with  an  HMO,  the  State  and  the  contractor 
agree  to  a  prospectively  determined  capitation 
rate  to  be  paid  throughout  the  contract  period. 
For  example,  we  have  estimated  that  during 
FY  78-79,  the  average  prepaid  health  plan  in 
California  can  deliver  necessary  Medicaid  ben- 
efits to  the  AFDC  population  at  an  average  cost 
of  $37.66  per  person  per  month.  For  any  orga- 
nization that  signs  a  contract  at  this  rate,  this 
would  constitute  the  sole  reimbursement  during 
the  contract  year,  regardless  of  actual  costs. 
Under  this  arrangement,  the  contractor  is 
commonly  described  as  being  completely  at 
risk  for  the  cost  of  health  care  services.  The 
organization  must  absorb  any  cost  incurred  in 
excess  of  the  (aggregate)  capitation  payment, 
but  retains  all  savings  resulting  from  costs  less 
than  the  capitation  payment. 

This  use  of  the  phrase  "at  risk''  is  something 
of  a  misnomer,  since  prepaid  capitation  reim- 
bursement is  rational  only  to  the  extent  that 
risk  can  be  partially  eliminated.  The  Medicaid 
agency  and  the  HMO  enter  into  such  a  pay- 
ment arrangement  only  because  there  is  mutual 
agreement  that  the  HMO  can  have  a  reasonable 
degree  of  control  over,  and  thus  reduce  the  risk 
associated  with,  the  use  of  health  services  by 
the  enrollee  population.  To  the  extent  that 
there  can  be  actuarial  accuracy  in  predicting 
utilization-related  factors,  the  HMO  is  less  sus- 
ceptible to  the  vagaries  of  the  future,  and  thus 
less  at  risk. 

At  the  other  end  of  the  spectrum  of  reim- 
bursement arrangements  is  cost  reimbursement, 
which  in  Medicaid  programs  is  used  almost 
universally  for  hospital  inpatient  payments. 
Under  law.  States  are  required  to  reimburse  for 
inpatient  hospital  services  using  the  Medicare 
method  of  reimbursement  based  on  reasonable 
cost.  However,  eight  States  have  approval  of 
the  Secretary  of  HEW  to  use  alternative  meth- 


ods of  reimbursement.  (Cost  reimbursement  of 
HMOs  has  also  been  used  in  the  Medicare 
program.)  Under  cost  reimbursement  there  is 
no  risk  of  loss  to  the  HMO,  and  no  risk  to  the 
Medicaid  agency  of  excess  payment.  There  is 
also  no  incentive  to  the  HMO  to  increase  effi- 
ciency, and  little  incentive  to  contract. 2 

Risk-sharing  reimbursement  falls  between  the 
two  extremes  of  cost  reimbursement  and  at-risk 
arrangements.  Risk-sharing  can  be  defined  as  a 
reimbursement  arrangement  under  which  the 
purchaser  agrees  to  assume  partial  responsibili- 
ty for  cost,  if  actual  costs  exceed  predicted 
cost;  and/or  the  purchaser  shares  in  the  savings 
if  actual  costs  are  less  than  predicted  cost. 

Why  Consider  Risk-Sharing? 

There  are  two  major  reasons  why  risk-shar- 
ing reimbursement  may  be  desirable.  First,  it  is 
appropriate  in  situations  where  the  predictive 
accuracy  of  usual  actuarial  methods  is  suspect; 
in  other  words,  when  there  is  more  risk  than  an 
HMO  can  reasonably  be  expected  to  assume. 
Following  are  three  examples: 

1.  A  newly  established  HMO,  with  a  small 
enrollee  population,  is  more  susceptible  to 
the  adverse  cost  effects  of  a  few  expen- 
sive cases  than  the  large,  well-established 
organization.  It  would  be  reasonable  for  a 
Medicaid  agency  to  ofi"er  risk-sharing  con- 
tracts to  such  organizations  in  order  to 
expand  the  program's  prepaid  coverage. 

2.  All  HMOs  that  do  not  own  their  own  hos- 
pitals are  susceptible  to  the  current  infla- 
tion in  hospital  charges,  which  have  been 
accelerating  at  a  rate  that  makes  actuarial 
projections  difficult.  It  is  possible  to  con- 
struct a  risk-sharing  arrangement  that 
would  hold  HMOs  at  risk  for  hospital  utili- 
zation (which  they  should  be  able  to  con- 
trol), but  not  for  hospital  costs  per  unit  of 
service. 


-Although  cost  reimbursement  subverts  the  fundamental 
economic  theory  of  prepayment,  it  is  not  a  bad  strategy  for 
a  government  agency  purchasing  HMO  care,  if  HMOs  will 
accept  such  contracts.  It  is  unlikely  that  the  HMO  will  be 
less  efficient  for  the  agency's  beneficiaries  than  for  the  rest 
of  its  enrollee  population,  so  the  agency  will  realize  the 
benefits  of  the  financial  incentives  being  paid  for  by  other 
payors.  TTiis  is  the  HMO  analogue  of  the  contention  by 
cost-reimbursed  fee-for-service  providers  that  private  pay- 
ors are  subsidizing  government  programs. 
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3.  Among  Medicaid  beneficiaries,  the  medi- 
cally needy  category  is  difficult  to  capi- 
tate because:  (a)  duration  of  eligibility  is 
relatively  sfiort,  and  (b)  these  beneficiaries 
are  by  definition  high  users.  A  risk-sharing 
arrangement  would  permit  HMO  enroll- 
ment until  there  is  enough  experience  with 
these  groups  to  make  accurate  actuarial 
analyses. 

A  second  reason  for  considering  risk-sharing 
is  that  it  may  result  in  lower  per  capita  cost  to 
the  Medicaid  agency  than  the  at-risk  contract. 
This  is  based  on  the  following  reasoning:  when 
a  Medicaid  agency  and  an  HMO  mutually  agree 
upon  a  capitation  rate,  the  rate  is  (in  the  judg- 
ment of  the  HMO,  if  it  is  acting  rationally) 
higher  than  the  cost  of  necessary  health  care 
services  is  most  likely  to  be.  In  an  informal 
sense,  we  can  consider  this  rate  to  be  at  the 
upper  end  of  a  "confidence  interval,"  around 
the  most  probable  per  capita  cost.  This  could 
be  diagrammed  as  shown  in  Table  1. 

TABLE    1:    Hypothetical    Probability    Distribution    of    Per 
Capita  Cost 


Most  Probable  Per 
Capita  Cost 


Probability  Distribul 
of  Per  Capita  Cost 


In  other  words,  part  of  the  capitation  rate  is 
paying  the  HMO  for  risk.  This  part  is  repre- 
sented by  the  shaded  area  in  Table  1 .  The  Med- 
icaid agency  is  paying  for  the  probability  of 
higher  than  normal  costs,  whether  or  not  such 
costs  are  realized. 

A  risk-sharing  arrangement  reduces  the  risk 
to  the  HMO;  so,  the  Medicaid  agency  need  no 
longer  pay  for  the  full  amount  of  risk.  For 
example,  if  a  capitation  rate  were  calculated  at 
$35  for  an  at-risk  contract,  the  rate  under  an 
equivalent  risk-sharing  contract  might  be  $33  + 
50%  of  any  cost  above  $33  but  less  than  $37, 
with  cost  above  $37  the  complete  responsibility 
of  the   HMO.   With  this  risk-sharing  formula. 


the  Medicaid  agency  is  guaranteed  not  to  pay 
more  than  its  original  rate  of  $35  per  person, 
but  will  pay  more  than  $33  only  if  actual  costs 
exceed  that  figure. 

We  should  clarify  that  this  discussion  of 
"confidence  interval"  and  "payment  for  risk" 
is  conceptual  rather  than  analytical.  It  is  rare  in 
actuarial  work  to  be  able  to  put  a  formal  con- 
fidence interval  around  estimated  per  capita 
costs.  Also,  actual  costs  are  still  at  the  discre- 
tion of  the  HMO  to  a  marked  degree,  in  spite 
of  the  inflation  that  pervades  the  health  care 
field;  so,  there  is  no  objective  meaning  to  the 
idea  of  the  "true"  cost  of  necessary  and  suffi- 
cient health  care. 

Risk-Sharing  Formula 

There  are  a  variety  of  ways  to  introduce  the 
risk-sharing  concept  into  a  reimbursement 
scheme.  One  of  the  simplest  is  to  establish  a 
maximum  cost  to  the  HMO  for  any  one  enroll- 
ee.  In  California's  prepaid  health  plan  program, 
a  limit  is  set  at  $10,000  per  Medicaid  enroliee 
within  the  contract  year.  Services  are  valued 
according  to  the  fee-for-service  payment  levels 
in  order  to  establish  whether  the  $10,000  limit 
has  been  reached.  When  it  is  exceeded  for  an 
enroliee,  the  HMO  is  reimbursed  at  the  fee-for- 
service  rates. 

Other  ways  in  which  risk-sharing  may  be 
formulated  are: 

Sharing  of  excess  cost  or  savings.  For  ex- 
ample, the  Medicaid  agency  and  the  HMO 
may  share  equally  in  costs  above  a  predeter- 
mined per  capita  amount,  and  share  equally 
in  savings  that  result  in  costs  below  that 
amount.  If  the  prospective  capitation  rate 
were  set  at  $35  and  costs  turned  out  to  be 
$38,  the  Medicaid  agency  would  pay  the 
HMO  an  additional  ($38  -  $35)  x  50%  = 
$1.50  per  member-month  after  the  cost  de- 
termination had  been  made.  If  costs  turned 
out  to  be  $34,  the  agency  would  recoup  50 
cents  per  member-month. 
Risk  corridor.  Risk-sharing  may  also  be 
developed  by  holding  the  HMO  completely 
at  risk  within  predetermined  limits,  and  rev- 
erting to  cost  reimbursement  when  these 
limits  are  exceeded.  For  example,  the  capi- 
tation rate  might  be  $35  and  the  risk  corri- 
dor set  at  ±  10%.  The  HMO  would  then  be 
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at  risk  only  for  $3.50  of  any  excess  costs, 
and  would  be  able  to  retain  only  $3.50  of 
any  savings. 

Combinations  of  the  above.  The  risk  cor- 
ridor can  be  used  together  with  a  cost-shar- 
ing formula  when  the  corridor  is  exceeded. 

All  of  the  above  risk-sharing  methods  require 
that  actual  costs  be  determined  and  retroactive 
adjustments  be  made  in  the  capitation  pay- 
ments. This  adds  administrative  tasks  consider- 
ably beyond  those  associated  with  the  simple 
at-risk  reimbursement,  equivalent  to  the  re- 
quirements of  reasonable  cost  reimbursement. 

Selective  Risk-Sharing 

The  above  formulas,  which  are  applied  to  the 
capitation  rate,  do  not  differentiate  among  rea- 
sons for  excess  costs.  Excess  costs  may  result 
from  factors  beyond  the  control  of  the  HMO, 
in  which  case  risk-sharing  is  appropriate.  But 
excess  costs  may  also  result  from  the  HMO's 
own  administrative  inefficiency,  which  the 
Medicaid  agency  does  not  want  to  reward.  It 
would  be  preferable  to  hold  the  HMO  com- 
pletely at  risk  for  those  elements  of  the  per 
capita  cost  for  which  it  is  directly  responsible, 
with  risk-sharing  only  for  those  influences  be- 
yond the  HMO's  control.  For  example,  we  noted 
above  that  it  might  be  desirable  to  hold  an 
HMO  at  risk  for  the  cost  effects  of  hospital 
utilization  rates,  but  not  for  the  cost  effects  of 
hospital  charges  per  unit  of  service. 

This  consideration  leads  to  the  definition  of  a 
concept  we  call  selective  risk-sharing.  The  title 
derives  from  the  idea  of  applying  a  risk-sharing 
formula  to  some,  but  not  all,  of  the  factors  that 
result  in  a  per  capita  cost.  Table  2  shows  what 
we  mean  by  "factors"  —  in  this  case,  the  utili- 
zation and  cost  assumptions  developed  in  order 
to  derive  a  prospective  capitation  rate  for  the 
Aid  to  the  Disabled  (ATD)  category  for  one 
of  California's  prepaid  health  plans.  Before 
proceeding  further,  the  reader  should  be  clear 
about  the  manner  in  which  the  total  capitation 
rate  of  $88.26  (line  12)  is  derived  by  multiplying 
the  utilization  assumptions  in  column  2  and 
cost  assumptions  in  column  3,  then  adding  to 
the  sum  of  these  products  the  "general  and 
administrative"  cost  assumption  on  line  II. 

Selective  risk-sharing  means  that  we  do  not 
define  a  risk-sharing  rule  for  the  total  capitation 


TABLE  2:  Standard  ATD  Capitation  Rate  For  FY  78-79, 
California  Prepaid  Health  Plan  Program 

Category  of        Utilization  Cost  Cost  Per 

Service  (units)    Assumptions  Assumptions   Member-Month" 

(1)  (2)  (3)  (4) 


1.  Physician 

(encounters) 

7,089 

$39.00 

$23.04 

2.  Dental 

(visits) 

1,244 

26.00 

2.70 

3.  Hospital 

Outpatient 

(visits) 

234 

114.00 

2.22 

4.  Radiology 

(encounters) 

1,087 

30.60 

2.77 

5.  Laboratory 

(encounters) 

4,663 

8.16 

3.17 

6.  Pharmacy 

(prescriptions) 

15,813 

5.47 

7.21 

7.  Hospital 

Inpatient 

(days) 

1,272 

316.00 

33.50 

8.   Long  term 

care  (days) 

868 

36.10 

2.61 

9.  Other 

(services) 

1,069 

23.50 

3.15 

10.  Total  health 

care  costs 

$80.37 

1 1 .  General  and 

Administrative 

7.89 

12.  Total 

$88.26 

*Since  the  figures  in  Col.  2  are  expressed  in  terms  of  units/ 
1,000  members/year,  the  number  in  Col,  4  is  calculated  as 
(Col.  2  X  Col.  3)/ 12,000. 


rate  —  $88.26  in  this  case  —  but  instead  define 
a  risk-sharing  rule  that  will  apply  to  some  sub- 
set of  utilization  and  cost  assumptions  of  that 
rate.  For  example,  we  have  been  citing  the 
unpredictability  of  cost  per  hospital  day,  so  we 
might  specify  a  risk-sharing  rule  applicable  only 
to  the  cost  assumption  of  $316  (line  7,  column 
3). 

If  we  wanted  to  share  risk  equally  with  re- 
spect to  this  one  factor,  the  rule  would  have  us 
average  the  predicted  rate  of  $316  per  hospital 
day  with  whatever  the  actual  rate  turned  out  to 
be,  in  order  to  arrive  at  a  final  capitation 
amount.  If  the  cost  per  hospital  day  turned  out 
to  be  $340,  we  would  use  the  average  ($340  + 
$316)/2  =  $328  as  the  cost  assumption  for  final 
reimbursement  calculation.  TTie  reader  should 
be  able  to  verify  that  substituting  $328  for  $316 
in  line  7,  column  3,  results  in  an  increase  of  the 
capitation  rate  from  $88.26  to  $89.53.  Since  the 
HMO  would  already  have  received  the  $88.26 
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prospectively,  the  difference  of  $1.27  per  mem- 
ber-month would  be  paid  retroactively. 

Example  of  Application  in  California 

When  we  developed  the  FY  78-79  prepaid 
health  plan  (PHP)  rates  in  the  Medi-Cal  pro- 
gram, it  was  the  first  time  we  had  data  availa- 
ble that  reflected  PHP  utilization  experience  for 
the  three  adult  aid  categories  —  ATD  (Aid  to 
the  Disabled),  AOS  (Aid  to  Old  and  Survivors), 
and  AB  (Aid  to  the  Blind).  We  discovered  that, 
in  general,  the  utilization  levels  within  the 
PHPs  for  these  three  aid  categories  were  much 
less  than  we  expected.  For  example,  for  all  the 
PHPs  taken  together,  the  hospital  inpatient  util- 
ization rate  for  ATD  was  1,211  days  per  1,000 
per  year,  whereas,  the  State-wide  fee-for-serv- 
ice  utilization  rate  for  this  aid  category  was 
3,510  days  per  1,000  per  year. 

This  was  a  much  greater  contrast  than  we 
believed  could  be  justified  in  terms  of  more 
efficient  delivery  by  PHPs,  and  we  suspected 
that  it  indicated  "favorable  selection."  Favor- 
able selection  means  that  the  PHPs  were  enroll- 
ing proportionally  fewer  of  the  beneficiaries 
who  had  serious  health  care  needs  and  thus 
higher  health  care  costs.  However,  we  had  no 
measures  of  this  effect  other  than  the  differ- 
ence in  utilization  rates,  which  of  course  is 
confounded  by  the  well-established  ability  of 
PHPs  to  reduce  unnecessary  utilization.  Also, 
if  the  contrast  in  utilization  rates  led  us  to  give 
credence  to  a  favorable  selection  hypothesis  in 
general,  we  had  to  give  similar  credence  to  the 
possibility  that  the  variation  in  utilization  rates 
from  one  PHP  to  another  was  also  partially  due 
to  selection  bias. 

In  short,  we  had  an  uncomfortable  degree  of 
uncertainty  about  the  validity  of  the  actuarial 
assumptions  we  derived  from  PHP  experience 
data.  We  decided  it  was  an  appropriate  situa- 
tion in  which  to  use  selective  risk-sharing,  with 
a  risk-sharing  rule  to  be  defined  for  the  utiliza- 
tion assumptions  only. 

Selection  of  a  Risk-Sharing  Rule 

There  is  an  unlimited  number  of  possible 
risk-sharing  formulas  that  could  have  been  used 
relative  to  the  utilization  assumptions.  We  will 
consider  here  one  that  we  did  not  select,  and 


then  describe  the  one  that  we  did  use,  in  order 
to  clarify  the  reasoning  for  our  choice.  Both 
formulas  (indeed,  all  risk-sharing  formulas) 
involve  a  mathematical  computation  using  a 
predicted  value  (e.g.,  hospital  utilization  as- 
sumption) and  an  actual  value  (e.g.,  hospital 
utilization  experience  during  the  contract  year) 
to  arrive  at  a  value  to  be  used  for  final  reim- 
bursement. We  will  use  the  following  notation: 

p  =  predicted  value  of  the  utilization  as- 
sumption, 

a  =  actual  value  (a  variable  to  be  deter- 
mined by  future  experience),  and 

r  =  value  to  be  used  for  final  reimburse- 
ment (a  function  of  p  and  a)  or,  r  =  f 
(p,a). 

A  simple  risk-sharing  formula  would  have  the 
State  and  the  PHP  share  equally  in  the  cost  or 
savings  effect  of  the  eventual  difference  be- 
tween the  predicted  value  p  and  the  actual  val- 
ue a.  TTiis  is  represented  by  the  following  equa- 
tion: Formula  (1)  r  =  p  -I-  (a-p)/2 

For  example,  the  hospital  utilization  assump- 
tion in  Table  2  is  1,272  days  per  1,000  per  year. 
If  the  actual  hospital  utilization  turned  out  to 
be  1,780  days  per  1,000  per  year,  the  value 
used  for  reimbursement  would  be  the  average 
of  the  two  numbers,  or  1,526. 

This  formula  gives  a  linear  relationship  be- 
twen  r  and  a,  of  course.  Table  3  contains  a 
graph  of  this  relationship.  Note  that  the  dashed 
line  at  a  45  degree  angle  from  the  origin  is  the 
line  r  =  a;  in  other  words,  the  line  representing 
reimbursement  of  actual  costs.  The  horizontal 
at  r  =  1,272  represents  the  full-risk  line;  no 
matter  what  the  value  of  a,  the  reimbursement 
remains  constant. 

The  line  for  formula  (1)  lies  beneath  the  cost- 
reimbursement  line  for  all  values  of  a  >  1,272, 
which  simply  means  that  the  PHP  suffers  loss 
for  any  actual  value  exceeding  the  prediction. 
However,  this  line  is  above  the  full  risk  line, 
meaning  that  reimbursement  is  higher  (and  the 
loss  is  less)  than  it  would  have  been  under  full 
risk.  In  fact,  under  this  formula  the  loss  is 
halved. 

Similarly,  when  a  is  less  than  1,272,  the  line 
for  formula  (1)  is  above  the  cost-reimbursement 
line  but  beneath  the  full-risk  line.  The  PHP  re- 
alizes savings,  but  less  savings  (one  half)  than 
under  full  risk.   Under  this  formula,  then,  the 
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TABLE  3:   Reimbursement   Under  Risk — Sharing   Formula 
(1),  For  Hospital  Inpatient  Utilization  Assumption 


500- 


Cost  Reimbursement  <^ 

Line  .  <f^!: 


1 — 1 — I — I 1 1 — I — I — I 1 — I — r 1 1 — I — 

500  1000  1500 


-I [—1—1—1- 

2000 


Days/1, 000/Year 


risk  is  halved  —  whether  there  are  excess  costs 
or  savings,  the  amount  is  one  half  what  it 
would  be  under  the  completely  prospective, 
full-risk  reimbursement. 

Although  profit  and  loss  under  this  formula 
are  reduced,  they  still  are  not  constrained,  and 
we  may  consider  this  a  deficiency  for  the  fol- 
lowing reasons: 

On  the  "loss"  side  —  actual  higher  than 
predicted  —  if  the  actual  value  gets  far 
above  the  predicted  value  we  would  prob- 
ably conclude  that  either  (a)  we  had  done  an 
extremely  poor  job  of  prognostication,  or 
(b)  there  is  some  factor  at  work  beyond  the 
control  of  the  PHP,  or  (c)  both.  At  some 
point  we  might  want  to  revert  to  cost  reim- 
bursement (the  line  r  ==  a)  in  order  not  to 
put  the  PHP  in  financial  peril. 

On  the  "profit"  side  —  actual  lower  than 
predicted  —  we  might  be  concerned  about 
the   quality   of   care    (or    selection    bias,    or 


again,  a  very  poor  prediction)  if  the  actual 
value  gets  far  below  the  predicted  value.  We 
do  not  want  to  encourage  unlimited  reduc- 
tion in  utilization,  for  obvious  reasons  per- 
taining to  quality  of  care. 

Moreover,  when  the  actual  and  predicted 
values  are  close  to  one  another  (suggesting  that 
in  this  instance  the  concern  about  predictive 
accuracy  that  led  to  us  consider  risk-sharing  in 
the  first  place  was  unwarranted),  we  might  pre- 
fer a  formula  that  would  be  closer  to  full  risk 
than  the  equal  risk-sharing  provided  by  formula 
(I). 

All  of  these  considerations  require  specifica- 
tion of  boundaries  around  the  predicted  value  p 
that  will  define  "close,"  "far  above,"  and  "far 
below."  As  we  evolved  our  risk-sharing  rule  in 
California,  we  decided  to  define  the  "close" 
interval  as  running  from  0.5p  to  1.5p,  or,  in  this 
particular  hospital  inpatient  utilization  example, 
where  p  =   1,272,  from  636  to   1,908.  We  then 


20 


defined  a  formula  that  corrected  what  we  con- 
sidered the  deficiencies  to  be  in  formula  (1): 
Formula  (2)  If  a  >  1.5p,  r  =  a 

If  p  «  a  <  1.5p,  r  =  p  +  (a-p)^ 

0.5p 
If  a  <  p,  r  =  p  -  (a-p)2 
0.5p 


Table  4  shows  the  reimbursement  curve  re- 
sulting from  this  formula.  Note  that  the  regions 
representing  PHP  loss  or  PHP  profit  are  smaller 
than  for  formula  (1),  and  are  constrained.  The 
PHP  suffers  loss  only  up  to  the  point  that  a  = 
1.5  p,  at  which  point  cost  reimbursement  takes 
over.  On  the  other  hand,  the  PHP  realizes  sav- 
ings only  down  to  the  point  that  a  =  0.5  p, 
when  once  again  the  reimbursement  line  dips 
below  the  cost  reimbursement  line  and  the  PHP 
suffers  loss.  Table  5  shows  a  close-up  of  the 
neighborhood  of  a  =  1,272,  comparing  the  two 
formulas.  It  can  be  seen  that  within  this  neigh- 
borhood the  formula  (2)  curve  is  closer  to  the 
full  risk  line  than  is  the  formula  (1)  curve. 
When  a  is  close  to  p,  formula  (2)  gives  very 
nearly  the  same  reimbursement  as  full  risk,  and 
we  (the  State)  have  in  fact  not  risked  much  at 
all  by  adopting  risk-shared  reimbursement. 


TABLE      4:  Reimbursement      Curve      for      Risk — Sharing 
Formula  (2) 


TABLE  5:  Comparison  of  Formula  (1)  and  Formula  (2)  In 
Neighborhood  of  a  =  p 


Oavs/I.OOO/Year 


Thus,  formula  (2)  behaves  much  more  the 
way  we  would  like  than  does  formula  (1).3  (It 
also  yields  a  reimbursement  curve  with  consid- 
erably more  aesthetic  appeal  than  can  usually 
be  found  in  actuarial  machinations.)  We  recog- 
nize that  the  nuances  of  formula  (2)  may  well 
be  lost  in  the  still,  rather  gross,  statistical  world 
of  prepaid  rate  setting,  but  it  does  demonstrate 
that  risk-sharing  can  be  formulated  in  such  a 
way  as  to  control  both  uncertainties  and  un- 
wanted incentives. 

Hypothetical  Example  of  Applying  the 
Risk-Sharing  Rule 

In  the  final  analysis,  we  decided  that  our 
concern  about  the  utilization  assumptions  un- 
derlying  the   FY  78-79   PHP  rates   for   ATD, 


Davs/I.OOO/Year 


^We  are  sometimes  asked  on  what  theoretical  basis  this 
formula  is  derived.  It  is  more  appropriate  to  think  of  it  as  a 
formula  constructed  to  yield  a  reimbursement  curve  with 
the  features  we  have  just  discussed  —  constrained  profit  or 
loss,  and  a  close  approximation  to  the  full  risk  line  whenev- 
er the  "actual"  and  "predicted"  values  are  close.  A  more 
general  form  of  the  formula  is  r  =  p  +  (a  -  p)-/  kp,  where 
the  value  of  the  parameter  "k"  determines  the  distance 
from  the  predicted  value  at  which  the  reimbursement  curve 
crosses  the  cost  reimbursement  line.  The  interested  reader 
is  encouraged  to  play  around  with  this  and  other  formulas 
that  might  produce  useful  reimbursement  curves. 
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OAS,  and  AB,  was  that  they  were  too  low,  not 
that  they  were  too  high.  Accordingly,  for  use  in 
the  program,  we  modified  the  risk-sharing  rule 
so  that  it  was  one-sided:  If  the  actual  utilization 
rate  turned  out  to  be  less  than  the  predicted 
utilization  assumption,  we  still  used  the  predict- 
ed rate  for  calculating  final  reimbursement.  In 
the  notation  defined  above,  if  a  <  p,  r  =  p. 

Table  6  shows  how  this  risk-sharing  rule  will 
be  applied,  using  hypothetical  "actual"  values. 
This  type  of  adjustment  will  be  applied  quarter- 
ly, using  utilization  statistics  that  are  routinely 
reported  each  quarter  by  California's  PHPs. 
Note  that  since  a  risk-sharing  rule  was  not 
defined  for  the  unit-cost  assumptions  there  is 
no  need  for  retroactive  cost-finding.  Thus,  this 
particular  application  of  selective  risk-sharing 
involves  relatively  little  administrative  cost  —  a 
few  minutes  of  calculation  for  each  PHP,  using 
information  already  included  in  routine  report- 
ing requirements.  (The  astute  reader  will  recog- 
nize that  there  is  an  incentive  in  this  process 
for  a  PHP  to  overreport  utilization,  and  thus  a 
need  for  us  to  audit  the  quality  of  reporting. 
We  already  consider  such  data  quality  auditing 
to  be  necessary  for  PHP  utilization  and  cost 
reporting,  so  this  is  not  really  an  added  cost 
associated  with  a  risk-sharing  rule.) 


TTiere  was  one  final  nuance  to  our  selective 
risk-sharing  application  for  the  PHP  contracts. 
We  established  a  maximum  aggregate  capitation 
rate  —  that  is,  for  all  PHPs  taken  together  — 
we  were  willing  to  pay  for  each  of  the  three 
adult  aid  categories.  We  then  established  a 
maximum  final  reimbursement  rate  for  each  of 
the  PHPs,  such  that  if  under  the  risk-sharing 
adjustment  each  and  every  PHP  reached  this 
maximum  we  would  still  not  exceed  our  aggre- 
gate maximum  for  the  program  as  a  whole.  The 
maximums  established  for  each  plan  varied 
from  PHP  to  PHP,  based  on  their  utilization 
experience  for  the  adult  aid  categories.  Thus, 
we  allowed  each  plan  a  significant  margin  of 
benefit  under  the  risk-sharing  rule,  while  still 
retaining  the  full-risk  advantage  of  known  max- 
imum budget  exposure. 

Applicability  for  Hospital  Inpatient 
Reimbursement 

Although  we  have  only  applied  selective  risk- 
sharing  for  prepaid  health  plan  contracts,  we 
believe  the  concept  could  be  applied  for  reim- 
bursement of  hospital  inpatient  services  as 
well.  Hospitals  don't  have  "members"  in  the 
sense  that  HMOs  do,  of  course,  so  in  this  ap- 


TABLE  6  :  Hypothetical  Application  of  Risk-Sharing  Formula  for  ATD  Capitation  Reimbursement 




Utilization 

Standard 

Jan-Mar  79 

Used  For 

Unit  Cost 

Cost  Per 

Category  of  Service 

Predicted 

Actual 

Reimbursement 

Assumptions 

Member-Month 

(1) 

(2) 

or 

(4)* 

(5) 

(6) 

1.   Physician 

7,089 

8,609 

7,741  (1) 

$39.00 

$25.16 

2.   Dental 

1,244 

1,305 

1,250(1) 

26.00 

2.71 

3.   Hospital  outpatient 

234 

190 

234  (3) 

114.00 

2.22 

4.  Radiology 

1,087 

1,711 

1,711(2) 

30.60 

4,36 

5.   Laboratory 

4,663 

4,590 

4,663  (3) 

8.16 

3.17 

6.   Pharmacy 

15,813 

16,121 

15,825  (1) 

5.47 

7.21 

7.   Hospital  inpatient 

1,272 

1,654 

1,501  (1) 

316.00 

39.53 

8.   Long  term  care 

868 

805 

868(3) 

36.10 

2,61 

9.  Other 

1,609 

1,485 

1,609(3) 

23.50 

3,15 

10.  Total  health  care  costs 

$90,12 

1 1 .  General  and  administration 

7,89 

12.  Total  rate  for  final 

reimbursement 

$98.01 

13.  Prospective  rate 

$88.26 

14.  Retroactive  adjustment  (12)- 

(13) 

$  9.75 

(1)  For  these  entries,  "Used  for  Reimbursement"  = 

Predicted  =  (Predicted-Actual)^ 

0.5  Predicted 

(2)  Since  Actual  :-  1.5  Predicted,  "Used  for  Reimbursement"  =  Actual. 

(3)  Since  Actual  <  Predicted,  " 

Used  for  Reimbursement"    =  Predicted. 
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plication  we  would  be  concerned  with  the  cost 
per  hospitalization  rather  than  the  cost  per 
member-month.  We  will  consider  the  cost  per 
hospitalization  for  any  group  of  patients  to  be 
the  product  of  three  factors: 

1.  Patient  mix  —  relative  number  of  patients 
in  categories  defined  in  terms  of  such  at- 
tributes as  primary  diagnosis,  age,  wheth- 
er operated,  etc. 

2.  Utilization  —  the  number  of  units  of  serv- 
ice of  each  type  of  hospital  service  that 
are  used  for  each  patient  category.  For 
example,  number  of  days  by  accommoda- 
tion type,  number  of  lab  tests,  number  of 
X-rays,  etc. 

3.  Cost  per  unit  of  service  for  each  of  the 
service  categories  used  as  utilization 
classes. 

Obviously,  this  construct  leads  to  nontrivial 
issues  of  category  definition,  but  for  the  pur- 
pose of  this  discussion  we  will  assume  that  it  is 
indeed  possible  to  define  ways  of  partitioning 
the  patient  population  and  the  universe  of  hos- 
pital inpatient  services  so  that  utilization  rates 
can  be  made  specific  to  patient  categories  and 
unit  costs  can  be  made  specific  to  utilization 
categories. 

The  following  simple  notation  can  be  used  to 
symbolize  these  ideas: 

1.  Let  P  =  [pi],i  =  1,  ...,  m;  where  pj  is  the 
proportion  of  patients  in  each  of  m  patient 
categories.  Example:  Pr  might  be  the  pro- 
portion of  all  hospitalizations  that  were 
T&As  (tonsillectomy  and  adenoidectomy), 
13  or  younger. 

2.  U  =  [ujj],  i  =  1,  ...,  m  and  j  =  1,  ...  n; 
where  Ujj  is  the  utilization  rate  of  service  j  for 
patient  category  i  (and  there  are  n  service  cate- 
gories). Example:  Urs  might  be  the  average 
number  of  days  of  semi-private  accommodation 
for  T&A  patients,  13  or  younger. 

3.  Let  C  =  [cj],  j  =  1,  ...,  n;  where  Cj  is 
the  cost  per  unit  of  service  for  service 
category  j.  Example:  c^  would  be  the  cost 
per  day  of  semi-private  accommodation. 


With  this  notation,  the  average  cost  per  hos- 
pitalization is  given  by: 


PUC*  = 


m 
i  =  1 


n 


PiUjjCj 


P*  -  Patient  mix,  U  -  Utilization,  C  -  Cost 

Rationale 

Assuming  that  our  PUC  values  represent 
predictions  to  be  used  in  establishing  a 
prospective  all-inclusive  rate,  the  following  rea- 
soning might  be  used  to  establish  a  risk-sharing 
rule  for  each  of  these  three  factors: 

The  hospital  has  very  little  control  over  pa- 
tient mix;  in  fact,  within  its  resource  capaci- 
ty we  probably  don't  want  it  to  control  pa- 
tient mix.  Instead,  we  expect  the  hospital  to 
deal  adequately  with  all  of  the  legitimate 
medical  problems  that  are  brought  to  it. 4  We 
will  not  hold  the  hospital  at  risk  for  patient 
mix. 

The  hospital  should  be  able  to  exert  control 
over  utilization,  but  not  absolute  control. 
Most  significant  utilization  decisions  are 
made  by  the  medical  stafi",  over  which  the 
hospital  typically  has  tenuous  jurisdiction. 

Also,  we  note  that  medical  science  is  not 
advanced  to  the  point  where  we  can  predict 
with  precision  the  utilization  pattern  that 
would  represent  adequate  but  not  excessive 
care,  even  for  rather  specifically  defined  pa- 
tient groups.  For  the  utilization  factors  we 
will  define  a  risk-sharing  rule,  such  as  the 
one  described  above  for  PHP  utilization 
assumptions.  For  simplicity,  let  us  select  the 
equal  risk-sharing  alternative  —  formula  (1) 
above. 


"Note  that  in  this  construct  we  are  not  dealing  with  the 
issue  of  preventing  unnecessary  admissions  (although  under 
this  arrangement  the  hospital  would  have  a  strong  incentive 
to  turn  them  into  immediate  discharges).  We  are  starting 
with  the  inpatient  population,  not  the  population  of  all  po- 
tential admissions. 
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On  the  other  hand,  the  hospital  should  be 
able  to  exert  a  high  degree  of  control  over 
unit  service  costs.  We  will  hold  the  hospital 
completely  at  risk  for  this  factor.  (The  inev- 
itable effects  of  inflation  will  be  taken  into 
account  at  contract  renegotiation  time, 
which  in  practice  would  occur  annually.) 

Example 

To  see  how  our  PUC  model  can  be  used 
under  this  rationale,  let  us  posit  a  highly  simpli- 
fied hospital.  This  hospital  treats  only  three 
diagnoses  (we  will  use  only  diagnosis  to  define 
patient  categories  and  we  will  label  these  DXI, 
DX2,  and  DX3),  and  offers  only  three  services 
(days,  lab  tests,  and  X-rays).  On  the  basis  of 
past  data,  we  predict  the  P,  U,  and  C  values 
for  the  coming  contract  year  to  be  those  shown 
in  Table  7. 

When  multiplied  together,  these  predicted 
values  give  an  average  cost  per  hospitalization 
of  $1005.  We  will  agree  to  pay  the  hospital  this 
amount  per  hospitalization  during  the  contract 
year,  but  after  the  year  is  over  we  will  recalcu- 
late the  reimbursement  using  the  risk-sharing 
rationale  given. 

Let  us  assume  that  the  P,  U,  and  C  values 
actually  realized  during  the  contract  year  are 
those  shown  in  Table  8.  The  risk-sharing  rules 


described  above  would  be  translated   into  the 
following  final  payment  calculation: 

For  the  P  factor,  the  stipulation  of  no  risk 
for  the  hospital  means  that  we  will  use  the 
actual  rather  than  the  predicted  values  in  the 
final  rate  calculation. 

For  the  C  factor,  the  stipulation  that  the 
hospital  be  completely  at  risk  means  that  we 
will  use  the  predicted  values,  regardless  of 
actual  unit  costs. 

For  the  U  factor,  the  stipulation  of  equal 
sharing  of  risk  means  that  we  will  calculate 
the  average  of  the  predicted  and  actual  val- 
ues: (actual  +  predicted)/2. 

TABLE  8:  Actual  Values  for  P,  L,  and  C 
Compared  to  Predicted  Values 

A.  Patient  Mix  (P) 

Predicted 
Proportion 

0.154 
0.769 
0.077 


DXI 
DX2 
DX3 


1.000 


Actual 

Number 

Proportion 

1,200 

0.201 

4,100 

0.686 

680 

0.114 

5,980 


1.000 


B.  Utilization  (U) 

Days 
Pred  Actual  Avg* 


Lab  X-ray 

Pred  Actual  Avg*  Pred  Actual  Avg* 


TABLE  7:  Predicted  Values  for  P,U,  and  C 
in  a  Hypothetical  "Hospital" 


A.     Patient  mix  (P) 


DXI 
DX2 
DX3 


Number 

1,000 

5,000 

500 

6,500 


Proportion  (p,) 
0.154 
0.769 
0.077 
1.000 


B.     Utilization  (U) 


Units/hospitalization  (Ujj) 
Days  Lab         X-ray 


C.     Cost  (C) 


DXI 
DX2 
DX3 


Days 

Lab 
X-ray 


7.3 
5.1 
12.6 


8.5 
7.8 
18.1 

$/Unit  (Cj) 
$150.00 
5.50 
27.00 


2.0 
1.8 

4.3 


Predicted  average  cost  per  hospitalization 


PiUijCj 


$1,005 


DXI  7.3 
DX2  5.1 
DX3    12.6 

C.  Cost  (C) 

Days 

Lab 

X-ray 


7.5 

4.9 

12.2 


7.4 

5.0 

12.4 


8.5 

7.8 

18.1 


10.1 

7.6 

19.5 


9.3 

7.7 
18.8 


Predicted* 

$150.00 

5.50 

27.00 


2.0 
1.8 

4.3 


1.6 


4.0 


1.8 
1.8 

4.2 


Actual 

$145.00 

6.50 

25.00 


Actual  cost  per  hospitalization  =  $1,020 

Final  reimbursement  per  hospitalization  =  $1,057 

*Used  for  final  reimbursement  calculation 


Under  these  rules,  the  final  reimbursement 
per  hospitalization  would  be  $1057,  as  indicated 
in  Table  8.  Since  $I(X)5  per  hospitalization  has 
already  been  paid  during  the  contract  year, 
there  would  be  an  adjustment  of  $52  per  hospi- 
talization.   Note   that   the    risk-sharing   feature 
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has  changed  a  $15  per  hospitalization  loss  that 
the  hospital  would  have  had  under  a  completely 
at-risk  arrangement  (actual  less  predicted  costs) 
to  a  $37  per  hospitalization  savings. 


Potential  Advantages 

Illustration  of  the  selective  risk-sharing  con- 
cept for  a  simplistic  3x3  "hospital"  does  not 
establish  its  practicality  for  actual  implementa- 
tion, of  course.  We  believe  the  concept  has 
high  priority  for  feasibility  testing.  If  the  meth- 
od does  prove  practical,  it  would  have  the  fol- 
lowing advantages: 

There  would  be  an  efficiency  incentive  that 
does  not  exist  with  reasonable  cost  reim- 
bursement. And  unlike  many  other  incentive 
reimbursement  ideas,  the  payoff  for  the 
hospital  would  be  dependent  on  its  own  per- 
formance vis-a-vis  the  prospective  assump- 
tions, not  on  performance  of  other  hospi- 
tals. 

Billing  in  the  usual  sense  could  be  eliminat- 
ed, since  there  would  be  an  all-inclusive 
prospectively  determined  payment  rate  per 
hospitalization.  A  few  data  elements  would 
still  need  to  be  reported,  but  this  would  be 
much  simpler  than  present  billing  proce- 
dures. 

In  the  pure  implementation  of  the  concept, 
concurrent  and  retrospective  review  of  indi- 
vidual cases  would  be  eliminated.  Prior  re- 
view of  the  necessity  for  hospitalizations 
would  still  be  a  useful  function.  Beyond 
this,  review  agencies  such  as  PSROs  could 
concentrate  on  assuring  quality  rather  than 
monitoring  cost-related  factors.  Fiscal  audits 
for  cost-settlement  purposes  would  be  elimi- 
nated. 

It  would  still  be  necessary,  of  course,  to  col- 
lect the  utilization  and  cost  data  that  are  neces- 
sary for  (1)  developing  the  assumptions  used  to 
calculate  a  prospective  rate,  and  (2)  applying 


the  risk-sharing  rule  during  the  course  of  the 
contract.  And  it  would  be  necessary  to  audit 
this  reporting  for  accuracy.  The  content  of 
such  reporting  would  undoubtedly  be  equiva- 
lent to  the  information  now  obtained  through 
claims  and  fiscal  audits,  but  the  elimination  of 
individual  claim  adjudication  should  simplify 
life  considerably  for  both  the  hospital  and  the 
Medicaid  agency.  Given  the  standardized  cost 
reporting  that  is  now  occurring  in  some  States, 
and  the  state  of  the  art  of  both  billing  informa- 
tion systems  and  hospital  discharge  abstract 
systems,  it  appears  that  the  data  flow  necessary 
to  implement  this  concept  is  feasible. 


Summary 

We  have  described  here  the  selective  risk- 
sharing  concept  of  reimbursement,  which  is 
being  used  during  FY  78-79  in  Medi-Cal  con- 
tracts with  prepaid  health  plans.  Properly  im- 
plemented, this  type  of  risk-sharing  should  lead 
to  lower  program  costs  than  the  traditional  at- 
risk  arrangement,  since  the  amount  finally  reim- 
bursed is  more  representative  of  costs  actually 
incurred  and  less  a  function  of  the  probability 
that  costs  will  be  incurred. 

We  believe  this  reimbursement  concept  can 
be  used  for  the  providers  other  than  prepaid 
health  plans  or  HMOs.  In  particular,  it  has  po- 
tential for  hospital  inpatient  reimbursement,  a 
high-cost  area  for  Medicaid  programs,  and  one 
in  which  it  is  difficult  to  achieve  effective  and 
equitable  controls  under  the  reasonable-cost 
approach.  We  would  like  to  see  the  feasibility 
of  this  type  of  risk-sharing  tested  for  the  hospi- 
tal inpatient  application. 

Rigby  Leighton  was  the  Project  Director  for  the  Prepaid 
Health  Research,  Evaluation  and  Demonstration  (PHRED) 
Project  in  the  California  Department  of  Health  Services 
when  this  article  was  written.  He  is  currently  a  special  con- 
sultant to  the  Department.  Before  joining  the  California 
Department  of  Health  Services,  he  was  with  the  Michigan 
Medicaid  program  and  implemented  Surveillance  and  Utili- 
zation Review. 
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ABSENT  PARENT  MEDICAL  LIABILITY: 
RESULTS  OF  A  WISCONSIN  SURVEY 

by  JERRY  BUSS,  JEAN  GILDING, 

CAROL  Mccormick,  and  cheryl  frickenstein 


Introduction 

In  March  and  April  1978,  Wisconsin's  Third 
Party  Liability  Unit  undertook  a  survey  in  sev- 
en counties  to  establish  experience  in  dealing 
with  absent  parent  cases,  to  increase  under- 
standing of  the  human  factors  involved,  to 
examine  potential  cost  benefit  to  the  State,  and 
to  attempt  to  measure  the  workload  involved  in 
enforcing  absent  parent  medical  liability. 

Wisconsin's  legislature  had  recently  author- 
ized financial  supplementation  to  recipients  to 
pay  premiums  on  available  group  coverages; 
thus,  this  survey  had  additional  significance  for 
the  State.  Premiums  should  not  be  subsidized 
by  the  State  when  the  absent  parents  can  be 
compelled  to,  or  in  fact  do  cover  the  recipients 
in  their  own  insurance  plans. 

Despite  a  court  order  for  medical  support, 
the  absent  parent  who  cannot  be  found,  is  dis- 
abled, incarcerated,  or  chronically  unemployed 
cannot  be  realistically  expected  to  comply  with 
this  order.  In  such  cases,  grant  supplementa- 
tion for  premium  cost  makes  sense,  at  least 
from  the  cost  benefit  perspective.  Information 
from  State  and  Federal  sources  indicates  that 
absent  parent  medical  responsibility  may  be 
strongly  related  to  the  issue  of  insurance  buy- 
in. 

Description  of  the  Survey 

Seven  counties  were  selected  to  provide  a 
cross-section  of  size  according  to  population. 
Some  were  small  and  rural,  one  was  large  and 
urban  and  some  were  medium  sized  with  a  ru- 
ral-urban mix.  The  counties  selected  were  La- 
Crosse,  Richland,  Iowa,  Walworth,  Washing- 
ton, Racine,  and  Fond  du  Lac.  With  this  mix- 
ture we  expected  to  have  an  employment  op- 
portunity factor  represented  in  the  sample.  This 
factor  affects   any   population.   To  the   extent 


Medicaid  recipients  are  employed,  health  insur- 
ance is  usually  available,  regardless  of  the  ab- 
sent parent  provisions. 

The  list  of  AFDC*  cash  recipients  was  used 
to  select  cases  for  the  survey.  An  arbitrary  start- 
ing number  between  one  and  ten  was  chosen 
for  each  county.  This  number  was  used  to  se- 
lect the  first  case  and  then  every  tenth  case 
thereafter  was  selected.  For  example,  in  La- 
Crosse  County,  the  eighth  case  on  the  list  was 
selected,  and  then  every  tenth  case — numbers 
18,  28,  38,  etc.  County  staff^  assisted  by  pulling 
the  case  for  the  10%  sample. 

Certain  cases  were  automatically  excluded 
from  the  sample.  They  either  (1)  did  not  indi- 
cate a  living  absent  parent,  (2)  the  identity  of 
the  absent  parent  was  unknown,  or  (3)  there 
was  six  months  or  less  remaining  AFDC  eligi- 
bility, due  to  the  youngest  child  attaining  age. 
In  retrospect,  the  third  group  probably  should 
have  been  retained  in  the  sample  since  the 
child  may  have  continued  to  be  eligible  for 
medical  assistance  until  age  21,  even  though 
AFDC  eligibility  ended.  We  doubt  that  this  ex- 
clusion resulted  in  serious  bias  since  any  exist- 
ing court  order  for  medical  support  would  only 
have  been  effective  until  the  child  reached  18, 
the  age  of  majority.  There  were,  in  fact,  few 
such  cases  in  the  excluded  group.  Of  the  total 
sample,  there  were  29  exclusions  in  the  AFDC- 
U  (unemployed)  category;  these  indicated  no 
absent  parent.  There  were  53  cases  excluded 
for  other  reasons,  the  majority  because  they 
indicated  disabled  or  deceased  fathers  or  un- 
known paternity. 

Frequency  of  Ordered  Medical  Liability:   TPL 

researchers  attempted  to  review  the  court  judg- 
ment for  each  selected  case.  Accessibility  to 
court  orders  as  well  as  the  actual  occurrence  of 


*Aid  to  Families  with  Dependent  Children. 
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orders  for  medical  liability  in  divorce  cases  var- 
ied widely  among  the  counties  surveyed. 

Racine  County,  for  example,  maintained  cop- 
ies of  divorce  judgments  in  their  files  in  almost 
every  case.  Those  out-of-State  judgments 
which  arose  in  Mississippi  (the  predominant 
group),  Kentucky,  Arkansas,  Alabama,  Mis- 
souri, and  Tennessee  did  not  specify  medical 
liability.  Examination  of  these  cases  indicated 
current  and  long  standing  non-support  by  the 
absent  parent.  We  speculated  that  because  of 
their  economic  situation,  the  custodial  parent 
was  probably  not  well  represented  by  counsel 
and  that  even  if  an  order  for  medical  support 
did  exist,  it  would  not  have  been  very  effective 
in  terms  of  content  and  enforceability. 

Walworth  County,  bordering  Illinois,  had  a 
very  high  incidence  of  out-of-State  divorce 
cases.  This  prohibited  review  of  the  judgments 
to  determine  their  content.  LaCrosse  County, 
with  its  proximity  to  Minnesota  and  Iowa,  also 
had  a  high  incidence  of  out-of-State  judgments. 
Racine  County  cases  reflected  the  county's 
substantial  population  of  black  familities  who 
migrated  from  the  South.  Iowa,  Fond  du  Lac 
and  Washington  Counties'  divorce  cases 
seemed  to  be  very  heavily  of  the  "home 
grown"  variety,  i.e.,  the  individuals  were  born, 
raised,  married,  and  divorced  in  the  same  lo- 
cale. Out-of-State  judgments  were  also  relative- 
ly high  in  Richland,  a  small,  rural,  interior 
county,  for  reasons  we  could  not  determine. 

Because  of  our  inability  to  review  out-of- 
State  judgments  to  determine  the  extent  of 
ordered  medical  liability,  we  conclude  that  until 
real  interstate  cooperation  evolves,  many  cases 
with  out-of-State  jurisdiction  will  have  no  po- 
tential for  enforcement.  We  believe  that  this 
problem  will  exist  in  Wisconsin's  large  border 
and  urban  counties:  Douglas,  LaCrosse,  Rock, 
Kenosha,  Racine,  Waukesh,  Dane,  Brown,  and 
last  and  most  tellingly,  Milwaukee. 

The  majority  of  temporary  support  orders 
and  final  judgments  we  reviewed  in  the  survey 
arose  in  Wisconsin  courts.  Most  of  these  were 
final  judgments  rather  than  temporary  orders, 
since  the  temporary  support  order  exists  only 
during  the  divorce  process.  Very  few  tempo- 
rary orders  addressed  the  issue  of  medical  lia- 
bility, except  in  Racine  County  where  the  prac- 
tice has  recently  been  instituted.  In  one  county, 
the  family  court  commissioner  stated  that  the 


responsibility  for  medical  cost  has  always 
been  included  in  the  temporary  order.  Howev- 
er, of  the  temporary  orders  reviewed  in  the 
county,  we  found  only  one  that  contained  a 
medical  support  statement.  We  conclude  that 
the  court  was  operating  under  the  assumption 
that  a  support  order  would  include  medical 
support. 

Characteristics    of    Ordered    Medical    Liability: 

Table  1  shows  that  medical  orders  existed  in 
16.5%  of  the  gross  sample  and  18.8%  of  the  net 
of  the  divorce  judgments  issued  in  Wisconsin. 
Medical  orders  reviewed  had  the  following 
characteristics: 

1.  They  fell  into  three  categories:  complied 
with,  not  complied  with  (as  far  as  was 
known  to  the  certifying  agency),  and  ac- 
tually not  complied  with.  Instances  of 
compliance,  according  to  the  voluntary 
statement  of  the  custodial  parent,  are  rela- 
tively rare.  Table  2  shows  that  only  35 
cases,  or  32.1%,  were  identified  among 
109  in-State  judgments  containing  medical 
support  orders.  (We  considered  insurance 
coverage  as  compliance  for  purposes  of 
this  computation.)  The  survey  staff  felt 
strongly  that  the  actual  compliance  rate 
was  understated  by  these  figures,  since 
case  examples  not  related  to  this  survey 
have  shown  that  the  custodial  parent  of- 
ten fails  to  report  the  existence  of  absent 
parent  provided  health  insurance.  In  order 
to  report  the  existence  of  insurance  cover- 
age, it  might  be  necessary  for  the  custodi- 
al parent  to  contact  the  absent  parent. 
Rather  than  make  this  contact,  which 
might  be  unpleasant,  the  custodial  parent 
simply  reports  "no  insurance"  on  the  ap- 
plication form.  In  addition,  the  absent 
parent  may  have  changed  jobs  since  the 
divorce.  Since  the  family  has  been  on 
medical  assistance,  the  custodial  parent 
has  felt  no  urgency  to  keep  current  on  the 
former  spouse's  job  and  insurance  status. 
The  applicant  may  not  know  whether 
insurance  coverage  exists  and  finds  it  eas- 
ier to  reply  to  the  insurance  coverage 
question  with  a  definite  "no"  rather  than 
contact  the  former  spouse. 

2.  The  more  recent  the  divorce  action,  the 
greater  the  likelihood  that  medical  support 
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was  ordered.  Absent  parent  situations 
(under  final  judgments)  existed  in  37.8% 
of  the  cases  sampled,  only  45%  of  which 
contained  medical  liability  adjudications. 

3.  Some  judges  and  practicing  attorneys  and, 
in  particular,  some  family  court  commis- 
sioners, take  more  positive  action  to  ensure 
medical  liability  than  others.  In  its  divorce 
orders,  Racine  County  seems  to  have 
adopted  inclusion  of  medical  support  re- 
quirements as  a  near-standard  practice 
since  the  appointment  of  the  present 
commissioner. 

4.  Mere  inclusion  of  a  medical  support  order 
does  not  ensure  liability  since  some  are 
written  in  such  ambiguous  language  as  to 
be  easily  disputed.  How,  for  example, 
does  one  force  the  absent  parent  to  pay 
"all  unusual  medical  costs"?  How  does 
one  bill  the  absent  parent  for  all  expenses 
over  and  above  "the  first  $25  per  illness" 
whether  or  not  only  routine  medical  and 
dental  care  is  received?  Is  the  need  for 
dental  care,  even  extensive  dental  care, 
an  "illness"? 

5.  One  universal  provision  seemed  to  prevail 
regarding  medical  support  orders — a 
health  insurance  policy  must  be  main- 
tained. Even  this  provision  was  ambigu- 
ous since  the  absent  parent  might  have 
been  ordered  to  maintain  the  ex/sfi/jg  poli- 
cy. One  could  not  be  certain  how  the  or- 
der would  be  enforced  if  there  was  a 
change  in  the  absent  parent's  employ- 
ment, since  it  is  clearly  outside  the  pur- 
view of  the  court  to  prohibit  a  change  of 
employment. 

6.  None  of  the  orders  reviewed  which  in- 
cluded maintenance  of  health  insurance 
required  the  absent  parent's  cooperation 
in  making  the  policy's  benefits  available.  A 
provider's  claim  to  an  insurer  often  re- 
quires assignment  by  the  insured,  some- 
times the  submittal  of  proof  of  loss,  often 
the  proper  company-supplied  form  and 
always  the  proper  identification,  including 
company  name  and  policy  numbers.  If  the 
absent  parent  abides  only  by  the  letter  of 
the  order,  benefits  may  be  difficult  to  ob- 
tain. TTie  absent  parent  could  refuse  to 
make  assignment  or  to  furnish  the  cus- 
todial parent  with  necessary  claim  forms. 


No  doubt  the  court  would  take  a  dim  view 
of  such  recalcitrance,  but  unless  and  until 
the  situation  is  brought  before  the  court  in 
a  contempt  hearing,  a  problem  exists. 
Frequent  non-cooperation  by  the  absent 
parent  in  this  manner  is  considerable  and 
is  often  exacerbated  by  other  demands  on 
the  custodial  parent's  part. 

7.  We  observed  in  one  county  that  the  Title 
IV-D  agency  has  started  including  medical 
liability  in  paternity  cases.  This  liability  is 
defined  in  terms  to  cover  the  usual  lying- 
in  expense  as  well  as  insurance  coverage 
or  cash  payment. 

In  view  of  court  decisions  striking  down 
the  nine  month  marriage  requirement, 
once  commonly  included  in  most  policies 
for  maternity  benefits,  can  we  expect  in- 
surers to  extend  coverage  to  illegitimate 
children  living  with  the  custodial  parent, 
when  the  absent  parent  may  be  married 
and  obtaining  family  coverage  under  a 
group  policy?  Examples  have  been  seen  of 
this.  The  possible  answers  to  this  question 
have  some  very  interesting  implications. 

8.  Regardless  of  what  the  court  orders  re- 
quired, we  observed  that  none  of  the 
counties  surveyed  was  making  an  eflFort  to 
either  identify  medical  payment  liability 
or  to  enforce  it.  We  believe  this  is  an 
opportunity  for  cost  avoidance  or  recov- 
ery which,  to  now,  has  been  largely  ig- 
nored. We  found  that  medical  liability 
existed  in  16.5%  of  the  Wisconsin  issued 
divorce  orders  sampled  (Table  1),  and  we 
feel  there  is  opportunity  to  significantly 
mitigate  the  costs  of  the  medical  assist- 
ance program. 

9.  Because  we  were  concerned  that  our 
sample  might  have  a  geographic  bias,  we 
performed  an  additional  study  in  Portage 
and  Lincoln  Counties.  The  results  were 
consistent  with  the  previous  findings. 
These  two  counties  are  largely  rural  and 
geographically  central  as  compared  to  the 
others  which  are  generally  Southern.  Ex- 
treme Northern  Counties,  we  felt,  do  not 
contain  a  combined  caseload  large  enough 
to  seriously  affect  the  situation  reported 
herein.  Further,  we  doubt  that  significant 
overall  differences  appear  in  them. 
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These  findings  from  our  survey  as  well  as  some 
interesting  events  that  occurred  during  the  sur- 
vey lead  us  to  offer  the  following  suggestions 
to  States  that  might  pursue  the  potential  re- 
source in  absent  parent  medical  liability.  We 
suggest  that  serious  consideration  be  given  to 
the  following  areas:  caseworker  training,  post- 
payment  insurance  benefit  recovery,  third  party 
liability  unit  function,  and  the  possible  impact 
of  health  insurance  buy-in. 


Role  of  Caseworker  in  Absent  Parent 
Medical  Liability  Management 

One  of  the  first  areas  in  which  we  observed 
serious  problems  and  are  suggesting  improve- 
ments is  the  case  management  area.  We  found 
that  the  issue  of  absent  parent  medical  liability 
is  generally  ignored  in  the  process  of  eligibility 
determination  and  review  in  Wisconsin.  We 
suspect  this  same  problem  exists  in  other 
States,  yet  using  this  resource  is  a  requirement 
of  Section  1902(a)(25)  of  the  Social  Security 
Act.  This  Federal  law  has  required  absent  par- 
ent medical  liability  enforcement  since  March 
31,  1968.  PL  95-142  merely  emphasized  and 
expanded  the  requirement.  Health  insurance 
coverage  has  also  been  identified  as  one  of  the 
subjects  of  Section  1902(a)(25).  Despite  this 
recognition,  neither  the  States  nor  HEW  has 
sufficiently  emphasized  the  importance  of  de- 
termining absent  parent  medical  liability  during 
eligibility  determination.  Those  States,  like 
Wisconsin,  which  grant  medical  assistance  au- 
tomatically with  Supplemental  Security  Income 
(SSI)  entitlement  receive  health  insurance  in- 
formation that  is  only  10%  accurate  for  those 
cases  which  the  State  Data  Exchange  (SDX) 
tape  indicates  coverage  does  exist. i 

We  believe  we  have  documented  the  need 
for  improving  income  maintenance  staff's  sensi- 
tivity to  the  status  of  absent  parent  medical  lia- 
bility. In  two  counties,  a  total  of  ten  cases 
were  found  where  recipients  had  fully  reported 
health  insurance  coverage  on  their  application 
for  medical  assistance:  some  where  the  insur- 
ance was  being  provided  by  the  absent  parent. 
However,  the  caseworker  neglected  to  enter  an 


insurance  code  on  the  eligibility  file.  Conse- 
quently, no  avoidance  procedure  was  estab- 
lished in  processing  claims  for  the  individual 
recipient  and  the  ID  card  did  not  show  that 
insurance  was  available.  Further,  post-payment 
recovery  was  precluded  since  insurance  availa- 
bility was  not  properly  indicated. 

In  another  example,  we  reviewed  one  case 
involving  an  absent  father  with  a  responsible 
position  in  a  large  business  firm.  The  file  indi- 
cated ongoing  maintenance  and  alimony  pay- 
ments as  well  as  regular  visitation.  Obviously, 
this  was  sufficient  evidence  to  show  the  fa- 
ther's concern  for  the  well-being  of  his  chil- 
dren. We  were  skeptical  about  the  mother  indi- 
cating no  insurance  on  her  application  for  med- 
ical assistance.  We  contacted  the  absent  father 
and  learned  that  he  was  indeed  carrying  a 
health  insurance  policy  covering  his  children, 
as  ordered  by  the  court.  This  fact  should  have 
been  determined  by  the  caseworker  at  the  time 
of  the  initial  application  for  medical  assistance. 
The  caseworker  had  received  a  copy  of  the 
divorce  judgment  and  employment  information 
for  the  absent  father  from  the  mother  at  the 
time  and  should  have  questioned  and  investi- 
gated the  negative  answer  regarding  health  in- 
surance. While  this  was  an  extreme  situation, 
we  believe  that  many  other  cases  exist  in  which 
medical  liability  compliance  not  previously  re- 
ported could  be  identified.  Probably  as  many 
more  exist  in  which  non-compliance  with  a 
medical  support  order  could  be  corrected  with- 
out any  real  threat  of  litigation. 2 

In  another  instance,  the  workspace  allotted 
to  us  in  the  county  was  such  that  client  inter- 
views could  be  overhead.  While  a  conscious 
effort  was  made  to  "tune  out"  these  conversa- 
tions, one  remark  by  a  caseworker  was  over- 
heard. The  applicant  was  unsure  about  the  re- 
sponse to  the  health  insurance  question  on  the 
application,  since  she  did  not  know  the  name 
of  her  ex-husband's  insurance  carrier.  The  re- 
sponse of  the  caseworker  was,  "Don't  worry 
about  it,  it's  not  all  that  important." 

These  examples  could  be  regarded  as  isolated 
instances  of  caseworker  inefficiency  in  deter- 
mining medical  liability.  While  our  contact  at 
the  intake  level  during  the  course  of  this  survey 


'October  1976  sample  study  performed  by  Wisconsin  on 
SSI-MA  recipients  having  affirmative  insurance  responses 
reported  on  SDX. 


2See  Table  3.  Additional  replies  continue  to  be  received, 
all  reporting  insurance  provision  not  reported  by  custodial 
parent. 
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TABLE  3:  Wisconsin  Absent  Parent  Medical  Liability  Survey 

Non-Compliance  Verifications 


Replies 

Received 

Absent  Parent 

Inquiries 

Insurance 

Insurance 

not  in 

Sent  to 

Provision 

Not  Provided 

No  Reply 

Compliance 

Absent 

Reported  by 

Unemployed 

30  days 

County 

per  Records 

Parents 

Absent  Parent 

Absent  Parent 

Iowa 

5 

4 

2 

0 

2 

Walworth 

6 

5 

1 

0 

4 

LaCrosse 

8 

3 

0 

0 

3 

Racine 

30 

14 

4 

1 

9 

Richland 

1 

0 

0 

0 

0 

Fond  du  Lac 

16 

9 

5 

1 

3 

Washington 

8 

8 

2 

1 

5 

Totals 

74 

43 

14* 

3 

26 

*Each  case  represents  one  certification  error  with  MQC  exposure  to  payment  error. 


was  brief,  we  discovered  several  serious  fail- 
ures. We  doubt  that  these  examples  are  either 
isolated  or  that  they  are  the  only  kind  of  seri- 
ous error.  Such  errors  indicate  not  only  that 
the  State  failed  to  provide  adequate  orientation 
to  the  caseworker  and  supervisor  but  also  that 
the  caseworker  and  supervisor  failed  to  act  in  a 
conscientious  manner. 

We  conclude  that  the  starting  point  for  effec- 
tive cost  containment  in  Medicaid,  whether  in 
absent  parent  medical  liability,  the  area  of 
health  insurance  from  any  source,  or  any  other 
area,  is  with  the  caseworker.  There  is  no  one 
more  important  in  the  chain  of  Medicaid  ad- 
ministration than  the  caseworker.  Whatever 
problems  may  exist  elsewhere  in  Medicaid,  in 
any  State,  competent  administration  requires 
obtaining  correct  and  complete  information 
from  the  applicant  during  the  initial  contact. 
Only  a  well-trained  caseworker  can  accomplish 
this,  even  under  the  most  ideal  conditions  of 
applicant  reporting.  The  competence  and  dedi- 
cation of  the  caseworker  is  no  less  important 
than  that  of  the  program  administrator  and  poli- 
cymaker. 

We  are  beginning  to  focus  on  this  problem  in 
Wisconsin  and  expect  some  impact  because  of 
the  recent  MARS  report  produced  through  the 
MMIS  system.  This  report  shows  that  Milwau- 
kee county,  containing  half  of  the  State's 
AFDC  caseload,  has  only  7%  of  the  recipients 
health  insured.  We  feel  that  this  figure  is  very 
low  and  that,  in  fact,  there  are  Milwaukee 
county   individuals   whose   in.surance  does   not 


appear  in  their  medical  assistance  application, 
in  some  measure,  due  to  caseworker  error. 
Table  4  shows  the  results  of  this  report  in  all 
counties. 

The    Caseworker    Development    Program:    Our 

study  amply  demonstrates  that  a  caseworker 
development  program  in  the  area  of  absent 
parent  medical  liability  is  essential  to  efficient 
management  of  the  medical  assistance  program. 
Following  are  areas  of  investigation  which  we 
suggest  the  caseworker  be  thoroughly  prepared 
to  address: 

1.  The  caseworker  must  determine  what  aid 
was  sought  by  the  custodial  parent  imme- 
diately after  marital  separation  and  wheth- 
er the  applicant  reported  health  insurance 
coverage.  The  caseworker  must  determine 
whether  health  insurance  was  available 
through  an  employer  prior  to  the  separa- 
tion and  whether  the  family  was  covered. 
We  feel  that  it  is  not  likely  that  the  insur- 
ance will  be  cancelled  immediately  after 
the  separation  because  a  husband  will 
remain  liable  for  the  wife's  bills  until  the 
divorce  judgment  is  granted,  and  the  hus- 
band knows  this. 

2.  The  caseworker  must  identify  any  order 
for  medical  liability  to  determine  what  it 
covers,  whether  it  is  complied  with,  and  if 
it  is  not,  determine  why  not.  We  have 
found  that  some  applicants  may  claim  not 
to  know  whether  medical  liability  was 
ordered  in  the  divorce  judgment  and  may 
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TABLE  4:  Health  Insured  Medical  Assistance  Recipients 
By  county  as  of  2-1-79 


Total 

Insured 

% 

Total 

Insured 

% 

County 

Eligibles 

Eligibles 

Insured 

County 

Eligibles 

Eligibles 

Insured 

Ozaukee 

1,429 

356 

24.9 

Ashland 

2,125 

305 

14.3 

Sheboygan 

4,004 

939 

23.4 

Waupaca 

2,902 

407 

14.0 

Kewaunee 

716 

164 

22.9 

Rock 

9,971 

1,390 

13.9 

Washington* 

2,803 

631 

22.5 

Rusk 

1,668 

232 

13.9 

Waukesha 

6,530 

1,365 

20.9 

Dane 

15,389 

2,135 

13.8 

Green 

1,628 

332 

20.3 

Pepin 

627 

86 

13.7 

Fond  du  Lac* 

4,159 

810 

19.4 

Columbia 

2,962 

405 

13.6 

Green  Lake 

1,091 

207 

18.9 

Sauk 

3,316 

452 

13.6 

Marquete 

773 

146 

18.8 

Chippewa 

5,074 

691 

13.6 

Kenosha 

8,806 

1,646 

18.6 

Polk 

2,957 

400 

13.5 

Manitowoc 

3,566 

666 

18.6 

Langlade 

2,090 

280 

13.3 

Door 

934 

173 

18.5 

Portage 

2,980 

393 

13.1 

Outagamie 

5,873 

1,072 

18.2 

Vernon 

2,011 

261 

12.9 

Walworth* 

2,918 

533 

18.2 

Dunn 

2,482 

220 

12.8 

LaFayette 

852 

152 

17.8 

Richland* 

1 ,573 

200 

12.7 

Calumet 

1,012 

180 

17.7 

Forrest 

1,440 

184 

12.7 

Marathon 

6,126 

1,081 

17.6 

Crawford 

1 ,543 

197 

12.7 

Wood 

4,616 

809 

17.5 

Price 

1 ,335 

168 

12.5 

Winnebago 

7,032 

1,205 

17.1 

Grant 

2,869 

351 

12.2 

Buffalo 

1,036 

177 

17.0 

Iron 

614 

74 

12.0 

Clark 

2,604 

431 

16.8 

Juneau 

1,844 

218 

11.8 

LaCrosse* 

5,521 

923 

16.7 

Racine* 

12,515 

1,475 

11.7 

Waushara 

1,262 

209 

16.5 

Shawano 

2,471 

289 

11.6 

Dodge 

3,170 

523 

16.4 

Barron 

3,208 

375 

11.6 

Lincoln 

1,811 

293 

16.1 

Trempealeau 

2,750 

320 

11.6 

Oconto 

2,038 

319 

15.6 

Florence 

434 

44 

10.1 

Douglas 

4,895 

753 

15.3 

Vilas 

1,168 

118 

10.1 

St.  Croix 

2,324 

356 

15.3 

Washburn 

1 ,335 

131 

9.8 

Rerce 

1,465 

224 

15.2 

Bayfield 

1,496 

146 

9.7 

Monroe 

2,624 

401 

15.2 

Oneida 

2,551 

248 

9.7 

Eau  Claire 

5,823 

877 

15.0 

Menominee 

1,143 

102 

8.9 

Jefferson 

3,015 

449 

14.8 

Burnett 

1,597 

142 

8.8 

Iowa* 

1,102 

162 

14.7 

Jackson 

2,119 

166 

7.8 

Brown 

9,940 

1,451 

14.5 

Adams 

967 

75 

7.7 

Taylor 

1,162 

169 

14.5 

Milwaukee 

107,986 

7,740 

7.1 

Marinette 

3,515 

509 

14.4 

Sawyer 

2,037 

95 

4.6 

Total 

Insured 

% 

Eligibles 

Eligibles 

Insured 

Statewide  334,066 

*Seven  counties  included  in  TPL  survey. 


42,280 


12.6 


also  claim  they  don't  have  a  copy  of  the 
judgment  or  temporary  order.  Although 
this  is  possible,  it  is  unlikely.  The  case- 
worker should  be  instructed  to  press  the 
issue. 

The  caseworker  should  request  the  appli- 
cant to  produce  a  copy  of  the  divorce 
order  or  temporary  judgment;  other  docu- 
ments are  required  during  the  application 


process  and  this  one  is  no  less  important. 
The  importance  of  absent  parent  medical 
liability  as  a  current  resource  should  be 
stressed  to  caseworkers.  If  the  casework- 
er cannot  get  the  applicant  to  produce  the 
document,  the  Title  IV-D  agency  should 
be  called  on  for  assistance. 
4.  The  caseworker  should  be  instructed  that 
the  assignment  of  medical  support  rights 
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must  be  required  in  all  cases  involving  an 
absent  parent,  whether  or  not  liability  is 
covered  in  an  order  or  judgment  and 
whether  or  not  there  is  an  order  or  judg- 
ment. Some  orders  may  be  issued  after 
the  application  or  the  current  order  may 
be  modified.  The  caseworker  must  learn 
to  use  the  resources  of  the  Title  IV-D 
agency  for  this  information. 
5.  The  caseworker  must  insist  that  all  rea- 
sonably available  information  be  reported 
by  the  applicant  and  then  must  supply  this 
information  to  a  managing  unit.  It  must  be 
stressed  that  at  a  minimum,  certain  infor- 
mation is  essential  in  order  to  identify  and 
contact  the  absent  parent. 

Need  for  Post  Payment  Recovery  and 
TPL  Activity 

An  almost  universal  feature  of  absent  parent 
medical  liability  involves  the  maintenance  of 
health  insurance.  TTierefore,  prudent  manage- 
ment dictates  that  an  absent  parent  program  be 
linked  to  a  health  insurance  utilization  program. 
The  absent  parent  with  a  cash  liability  who  is 
financially  able  to  comply  cannot  be  reasonably 
expected  to  pay  any  medical  bills  until  the 
State  has  determined  that  all  expenditures 
billed  have  first  be  adjudicated  for  insurance 
benefits.  The  absent  parent  should  be  billed 
only  for  those  expenditures  not  payable  by  the 
insurance  carrier.  Thus,  all  Medicaid  claims, 
regardless  of  their  type  and  dollar  value,  must 
have  been  paid  by  Medicaid  net  of  available 
insurance  benefits,  or  a  post-payment  recovery 
system  must  exist  to  recover  those  benefits  not 
previously  obtained  by  the  provider. 

On  the  other  hand,  requiring  the  absent  par- 
ent to  pay  according  to  the  court  order  and  re- 
trieve what  he/she  can  from  the  insurer  may 
not  be  administratively  efficient  for  the  follow- 
ing reasons: 

1.  If  the  absent  parent  has  any  cash  liability 
beyond  insurance  provision  there  is  al- 
most certainly  a  deductible  specified  in 
the  court  order.  Insurance  benefits  may  be 
available  beyond  actual  parental  liability, 
which  could  be  recovered  by  the  State. 

2.  The  absent  parent  may  obtain  the  availa- 
ble insurance  benefits  but  not  pay  his/her 
liability. 


3.  Needless  time  delays  will  be  encountered 
if  the  parent  makes  the  insurance  claim. 
The  enforcement  unit  can  do  it  efl'iciently 
and  bill  the  absent  parent  for  any  balance 
due. 

Legal  Considerations:  There  are  significant  con- 
siderations which  must  be  included  in  State  law 
in  order  to  provide  a  foundation  for  medical 
support  enforcement  and  health  insurance 
management.  They  are: 

1.  Statutory  authority  for  requiring  the  cus- 
todial parent  to  assign  rights  of  medical 
support  to  the  State  as  a  condition  of  eli- 
gibility or  preferably,  an  automatic  assign- 
ment provision; 

2.  Statutory  requirement  that  the  administer- 
ing agency  enforce  its  rights  obtained 
under  custodial  parent  assignment; 

3.  Statutory  assignment  in  insurance  laws 
giving  the  State  administering  agency  au- 
tomatic assignment  of  health  insurance 
benefits  during  any  period  of  eligibility; 

4.  Language  in  the  State  divorce  laws  requir- 
ing that  a  divorce  judgment  ordering  child 
support  specify  whether  the  amount  or- 
dered includes  the  cost  of  medical  care.  If 
not,  the  judgment  must  also  specify  the 
responsibility  for  medical  cost.  The  statu- 
tory language  must  also  be  worded  to  pro- 
tect the  prerogatives  of  third  parties  (med- 
ical vendors),  who  are  not  parties  to  the 
divorce  and  may  need  to  proceed  against 
either  parent.  This  can  be  done  by  speci- 
fying that  failure  to  comply  by  the  liable 
parent  will  only  provide  a  cause  of  action 
to  the  other  parent,  if  injured  by  the  non- 
compliance. The  State,  as  an  assignee,  is 
still  protected  and  the  medical  vendor  is 
not  affected;  and 

5.  Prohibition  of  providers  billing  recipients 
is  another  consideration.  There  is  a  grow- 
ing trend  among  providers  to  present  bill- 
ings to  their  patients  for  the  patients  in 
turn  to  use  to  claim  unassigned  insurance 
benefits. 

In  Wisconsin,  some  of  these  provisions  are 
already  in  State  law.  We  are  recommending  the 
remaining  provisions  to  our  State  legislature  for 
their  action  in  the  near  future. 

Another  important  consideration  necessary 
for  a  medical  support  enforcement  system  to 
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be  successful  is  liaison  with  the  State  Family 
Court  Commissioners  (other  titles  such  as 
Friend  of  the  Court  may  apply  in  some  States). 
These  Court  officers  should  be  made  aware  that 
with  their  cooperation,  taxpayer  expense  can 
often  be  mitigated  since  family  breakup  often 
leads  to  public  aid  and  medical  cost. 

This  concept  is  not  unfamiliar  to  them.  In 
most  cases,  they  need  only  a  reminder  to  real- 
ize that  medical  orders,  like  maintenance  or- 
ders, will  be  reasonably  enforced  to  save  public 
funds.  Specific  divorce  law  language  ensures 
more  positive  action.  The  language  which  the 
Family  Court  Commissioners  include  in  an  or- 
der must  be  clear  and  concise.  Following  is  a 
good  example  from  an  actual  judgment  re- 
viewed during  the  survey: 

"The  defendant  shall  name  and  maintain  the 
minor  dependent  children  of  the  parties  as 
insured  dependents  upon  all  policies  of  med- 
ical and  hospital  insurance  now  offered  by 
his  employer(s)  to  the  defendant,  or  to  be 
offered  by  his  present  employer(s)  or  any 
future  employer(s)  until  each  minor  child  of 
the  parties  shall  attain  the  age  of  18  years  or 
shall  sooner  become  self-supporting." 

Role  of  the  TPL  Unit  In  the  Recovery  Proc- 
ess: Our  belief  is  that  the  locator  service  of  the 
Title  IV-D  agency  is  only  sometimes  useful. 
We  feel  that  if  the  whereabouts  of  the  absent 
parent  is  unknown  to  the  custodial  parent,  it  is 
unreasonable  to  expect  willingness  to  comply 
with  any  order  and  further,  there  is  a  high 
prospect  that  the  absent  parent  is  out  of  reach, 
in  the  literal  sense.  If  the  Title  IV-D  agency 
locates  the  absent  parent,  the  maintenance  is- 
sue will  probably  be  resolved  before  the  medi- 
cal liability  non-compliance  is  resolved.  Cases 
which  require  Title  IV-D  agency  parent  locator 
service  will  be  problem  cases  for  medical  liabil- 
ity enforcement.  We  suggest  that  a  newly  or- 
ganized medical  liability  management  unit  will 
have  more  success  in  the  first  several  years  of 
its  existence  if  it  concentrates  on  cases  in 
which  the  whereabouts  of  the  absent  parent  is 
known  or  can  easily  be  determined.  Once  this 
group  is  well  controlled,  attention  can  be  more 
profitably  directed  to  locator  cases. 

The  management  unit  should  eventually  re- 
ceive all  of  the  bits  and  pieces  of  absent  parent 
identification,    liability    status,    existing    insur- 


ance, and  location  of  the  absent  parent  that 
was  collected  by  the  Medicaid  caseworker  with 
or  without  the  assistance  of  the  Title  IV-D 
agency.  In  Wisconsin,  the  managing  unit  is  the 
Third  Party  Liability  Unit  in  the  Bureau  of 
Health  Care  Financing.  We  suggest  the  follow- 
ing procedures  to  be  used  in  TPL  activity. 
They  represent  the  ideal;  however  we  try  to 
follow  them  and  suggest  them  to  other  States' 
TPL  operations. 

1.  Initial  personal  contact  with  the  absent 
parent  by  the  Title  IV-D  agency  is  pre- 
ferred. Failing  this,  the  TPL  unit  should 
contact  the  absent  parent  by  mail,  or  if 
necessary,  by  telephone,  to  determine 
whether  court  ordered  medical  liability 
exists,  whether  the  family  is  being  carried 
on  the  absent  parent's  group  health  insur- 
ance plan  or  any  other  plan. 

2.  Arrange  for  the  absent  parent  to  cover  the 
family  in  a  health  insurance  plan,  if  neces- 
sary and  possible. 

3.  Obtain  the  absent  parent's  authorization 
for  the  custodial  parent  (or  person)  to 
make  insurance  claims.  This  will  include 
executing  assignments  and  any  necessary 
notices  or  proofs  of  loss  pertaining  to  the 
children.  This  signature  authorization  is 
essential  except  for  those  plans  not  re- 
quiring assignment  for  direct  payment. 

4.  File  the  signature  authorization  (power  of 
attorney)  with  the  insurer's  claims  office 
and  notify  the  custodial  person  that  sign- 
ing insurance  claims  are  his/her  responsi- 
bility when  medical  care  is  obtained.  This 
makes  benefits  available  to  providers  who 
must  obtain  them  before  billing  Medicaid. 

5.  Review  the  on-line  eligibility  system  to  be 
sure  that  an  insurance  block  is  established 
to  avoid  Medicaid  payment.  If  necessary, 
the  county  caseworker  must  establish  this 
block. 

6.  Establish  the  post-payment  insurance  ben- 
efit recovery  information  file  for  later  use, 
and 

7.  Suspend  the  absent  parent  file  for  later 
billing,  monitor  compliance,  and  retrieve 
information  as  needed. 

Another  consideration  in  developing  the  TPL 
unit  function  is  the  decision  as  to  who  will  rep- 
resent it  in  enforcement  actions.  With  respect 
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to  available  time,  a  staff  attorney  seems  ideal. 
For  coordination  of  effort,  case  referrals  to  the 
Title  IV-D  agency  has  merit.  Presently  Title 
IV-D  deals  exclusively  with  AFDC  mainte- 
nance support  cases  in  Wisconsin.  The  ques- 
tion remains  as  to  who  will  handle  non-AFDC 
enforcements  and  whether  Title  IV-D  agencies 
will  be  able,  without  regard  to  regulatory  re- 
quirements, to  take  on  the  added  task  of  medi- 
cal-only enforcement  actions.  The  proposed 
regulations  on  absent  parent  medical  support 
enforcement,  as  published  in  the  Federal  Regis- 
ter in  August  1978,  indicate  that  the  Medicaid 
agency  will  have  a  coordinating  and  managing 
role,  while  the  local  Title  IV-D  agencies  will 
provide  liability  identification,  enforcement  and 
collection.  Incentives  are  provided  only  for 
collections  but  in  the  majority  of  cases,  what  is 
there  to  collect  which  will  provide  the  incentive 
payment  base,  if  the  absent  parent  complies 
with  his  ordered  liability  by  providing  health 
insurance?  The  local  Title  IV-D  agency  has  no 
part  in  these  cost  avoidances  or  collections.  If 
there  is  no  incentive  payment,  why  will  the  Ti- 
tle IV-D  agencies  want  to  reduce  their  mainte- 
nance support  incentives  by  converting  part  of 
a  father's  ability  to  make  support  payments 
into  insurance  premium  payments?  Obviously, 
if  enthusiastic  Title  IV-D  response  is  to  be 
expected,  some  incentive  must  be  provided  to 
obtain  and  enforce  orders.  This  could  be  a  one 
time  bounty  payment  or  a  periodic  payment 
conditioned  upon  continuing  compliance  during 
the  children's  Medicaid  eligibility  period.  We 
think  that  if  an  insurance-related  incentive  is 
not  provided,  many  States  will  need  to  recon- 
sider who  will  represent  the  Medicaid  agency  in 
enforcement  actions.  Duplication  of  effort,  and 
sometimes  counterproductive  effort  is  sure  to 
result  if  enforcement  can  only  be  obtained  by 
means  external  to  Title  IV-D. 

Another  consideration  in  setting  up  a  medical 
support  liability  unit  is  the  method  for  taking 
enforcement  action;  we  assume  the  contempt 
citation  will  be  used.  Case-by-case  decisions 
based  on  the  prospect  of  lasting  success  and 
cost  return  will  need  to  be  made,  and  must  take 
into  account  any  possible  impact  on  mainte- 
nance support  capability.  If  enforcement  ac- 
tions are  not  the  function  of  the  Title  IV-D 
agency,  close  coordination  with  this  agency 
must  be  maintained. 


Possible  Impact  of  Buy-In 

Our  survey  findings  on  Table  5  show  a  total 
of  24  cases  of  children  insured  through  the  cus- 
todial parent's  employment  and  another  78 
cases  that  could  have  been  so  insured.  Of  these, 
80  cases  or  13.5%,  involved  children  whose 
absent  parent  was  not  ordered  to  pay  medical 
costs.  Each  of  these  cases  might  be  appropriate 
for  buy-in,  assuming  some  employer  contribu- 
tion to  the  premium  is  made.  In  another  52 
cases,  or  9%,  the  stepparents  did  or  might  be 
able  to  provide  group  coverage.  Accordingly, 
given  buy-in  capability,  22%  of  the  AFDC  case- 
load can  reasonably  be  expected  to  be  health 
insured  without  absent  parent  medical  liability 
involvement.  Of  the  109  cases  of  absent  parent 
with  medical  support  orders,  92  had  either  Ci- 
vilian Health  and  Medical  Program  of  the  Uni- 
formed Services  (CHAMPUS)  or  group  health 
insurance  access  available,  a  further  15.9%. 
Thus,  the  potential  health  insured  AFDC  case- 
load may  be  as  high  as  38%.  Given  uniform 
divorce  law  language,  this  potential  jumps  to 
about  55%. 

These  figures  have  special  significance  for 
Wisconsin,  since  the  legislature  has  recently 
enacted  a  statute  to  allow  the  State  to  purchase 
group  health  insurance  benefits  for  selected  re- 
cipients of  medical  assistance.  We  suspect  we 
are  one  of  the  first  to  have  this  statutory  au- 
thority. Administrative  rules  for  implementa- 
tion are  still  under  development  and  therefore 
the  State  has  no  cost-benefit  information  or 
operational  experience  to  share.  These  regula- 
tions have  not  been  developed  since  we  believe 
that  until  the  State's  post-payment  insurance 
claims  recovery  system  is  substantially  im- 
proved, the  health  insurance  buy-in  concept  is 
inefficient.  As  soon  as  the  system  is  improved, 
and  we  are  working  towards  a  quick  improve- 
ment, we  will  be  ready  for  implementation  of 
insurance  buy-in  regulations. 

Nevertheless,  the  primacy  of  insurance 
maintenance  in  liability  orders  requires  a  selec- 
tive approach  to  health  insurance  buy-in.  The 
first  consideration  must  be  that  of  absent  par- 
ent medical  liability.  Premium  cost  is  another 
consideration.  The  State  would  probably  not 
benefit  from  supplementing  existing  family 
coverage  being  provided  by  the  absent  parent, 
with  additional  insurance  coverage  financed  by 
the  State. 
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Determining  Buy-In  Merit:  If  absent  parent 
medical  liability  is  ordered  by  the  courts,  the 
State  should  make  the  following  assessment  to 
determine  buy-in  merit. 

1.  Is  the  absent  parent  in  compliance  with 
the  medical  support  order?  If  so,  what  are 
the  benefits  of  buying-in,  except  in  unu- 
sual cases  of  anticipated  high  medical 
costs  or  in  anticipation  of  compliance 
problems? 

2.  If  the  absent  parent  is  not  in  compliance 
with  the  medical  support  order,  what  are 
the  prospects  of  obtaining  lasting  compli- 
ance? To  answer  this  question,  considera- 
tion must  be  given  to  the  stability  of  the 
absent  parent's  employment.  The  absent 
parent  could  be  cited  for  contempt,  but 
would  it  be  possible  to  put  insurance  in 
place  that  wouldn't  lapse  soon  because  of 
loss  of  employment  or  job  change? 

3.  If  the  absent  parent  is  incarcerated,  the 
choice  is  obviously  for  buy-in. 

4.  If  the  liable  absent  parent  is  disabled, 
deceased  or  retired,  are  continuing  bene- 
fits such  as  CHAMPUS,  retirement  bene- 
fits, death  or  disability  benefits  available? 

The  task  facing  the  States  is  twofold  regard- 
ing medical  liability:  first,  locate  the  greatest 
number  of  insured  recipients,  or  buy-in  recipi- 
ents for  insurance  coverage  where  necessary 
and  possible,  and  second,  utilize  available  ben- 
efits more  effectively.  Potential  savings  to  the 
medical  assistance  program  may  be  illustrated 
using  the  figures  on  Table  5.  Assuming  that  a 
State  spent  $40  million  annually  for  medical 
expenses  for  AFDC  children,  if  55%  had  insur- 
ance which  would  cover  60%  of  all  claims  paid 
by  medical  assistance,  $13  million  could  be 
saved  on  this  group  alone,  less  buy-in  cost. 


Conclusion 

We  feel  that  our  survey  in  seven  Wisconsin 
counties  has  applicability  in  most  other  States 
and  definitely  shows  that  enforcement  of  absent 
parent  medical  liability  has  potential  for  sub- 


stantially mitigating  the  costs  of  State's  Medi- 
caid programs.  Our  findings  also  show  that  the 
first  area  of  concentration  must  be  caseworker 
training  to  provide  them  with  adequate  knowl- 
edge and  understanding  of  absent  parent  medi- 
cal liability.  The  active  cooperation  of  these 
individuals  in  obtaining  information  from  the 
applicant  and  beginning  the  process  of  deter- 
mining the  existence  of  medical  liability  is  es- 
sential for  a  State's  success.  Another  important 
area  is  increased  cooperation  from  the  courts  in 
imposing  medical  liability.  It  is  also  critical  that 
divorce  judgments  specify  medical  liability  in 
clear  and  enforceable  language. 

Post-payment  insurance  benefit  recovery  sys- 
tems and  units  that  concentrate  on  medical  lia- 
bility recovery  are  important  to  effective  man- 
agement of  the  Medicaid  program.  WTiether  the 
enforcement  responsibilities  are  centralized  into 
a  single  unit  or  dispersed  among  several  units 
depends  on  a  State's  needs  and  organization; 
however,  we  suggest  that  a  single  unit  with 
third  party  liability  responsibility  is  more  effec- 
tive. 

Further,  we  suggest  that  buy-in  may  have 
potential  for  the  greatest  cost  benefit.  Our  sur- 
vey indicates  a  potentially  significant  decrease 
in  the  medical  expenditures  for  AFDC  children 
and  we  suspect  that  further  study  as  well  as 
actual  experience  will  support  these  findings. 

Finally,  one  consideration  overrides  all  oth- 
ers: the  availability  of  funds  within  the  State 
administration  to  support  a  concentrated  effort. 
Wisconsin  counties  conduct  Medicaid  eligibility 
determinations;  a  set  amount  of  reimbursement 
for  administrative  cost  is  allowed.  This  must  be 
adequate  to  ensure  funding  new  information 
gathering  and  reporting  tasks  created  by  im- 
proving insurance  and  absent  parent  medical 
liability  management.  Other  States  may  have 
different  operational  formats  which  will  cause 
some  new  problems  to  appear,  but  certain 
problems  unique  to  Wisconsin  to  disappear.  It 
is  every  State  program  administrator's  respon- 
sibility to  ensure  that  Medicaid  is,  in  fact,  the 
payer  of  last  resort.  We  believe  our  study 
documents  an  untapped,  but  potentially  fertile 
field.  For  this  reason,  we  have  shared  our  find- 
ings, since  we  believe  this  report  can   benefit 
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many  other  States.  We  share  this  with  that  in 
mind.  (Questions  may  be  directed  to  the  au- 
thors.) 


•  Jerry  Buss  has  been  with  the  Wisconsin  Medicaid  pro- 
gram since  September  1972.  During  this  time  he  organ- 
ized the  EPSDT  program  and  was  involved  in  general 
administrative  duties  including  fraud  and  abuse.  In  1976, 
he  was  assigned  to  organize  the  TPL  effort. 

•  Jean  Gilding  has  been  in  the  Department  of  Health  and 
Social  Services  for  five  years  and  has  recently  become 


the  Planning  Coordinator  for  the  TPL  unit.  She  was  pre- 
viously absent  parent  medical  support  liability  specialist 
responsible  for  the  preliminary  development  of  relations 
between  Medicaid  and  Title  IV-D. 

'  Carol  McCormick  joined  the  TPL  unit  in  January,  1978, 
and  is  chiefly  responsible  for  developing  procedures 
used  in  post  payment  recovery  billing  for  health  insur- 
ance benefits. 

Cheryl  Frickenstein  has  been  in  the  TPL  unit  since  Sep- 
tember, 1977,  and  is  primarily  responsible  for  obtaining 
verified  insurance  coverage  information  and  performing 
eligibility  file  maintenance  on  all  SSl-MA  recipients. 
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SETTING  HOSPITAL  RATES  IN  MARYLAND: 

AN  ANALYSIS  OF  PROSPECTIVE  REIMBURSEMENT 

by  JAMES   LEWIS  and  CARL  SCHRAMM,   Ph.D.,J.D. 


(EDITOR'S  NOTE:  This  is  the  first  of  two  ar- 
ticles on  the  subject  of  rate-setting  in  Mary- 
land. Dr.  Schramm's  sequel  on  their  Medicare 
waiver  will  appear  in  the  next  issue  of  the 
Perspectives.  This  waiver  allows  Medicare  to 
pay  hospitals  at  the  rate  set  by  the  Health 
Services  Cost  Review  Commission.) 

Introduction 

The  increasing  cost  of  health  care,  particular- 
ly of  hospital  costs,  has  been  large  and  rapid 
over  the  past  three  decades.  For  example,  the 
cost  of  a  day  of  hospital  care  has  risen  nearly 
1000  percent  since  1950,  compared  with  ap- 
proximately 150  percent  for  the  overall  Con- 
sumer Price  Index.  Moreover,  the  percentage 
of  the  Gross  National  Product  (GNP)  spent  on 
health  care  has  nearly  doubled  in  the  period, 
1966  (the  year  the  Medicaid  program  was  im- 
plemented) to  1978.  At  present,  roughly  ten 
percent  of  total  GNP  goes  for  health  care. 

Concern  over  such  figures  has  naturally  cre- 
ated a  movement  toward  regulation  of  health 
care  costs.  Regulation  at  the  Federal  level  was 
first  imposed  in  the  early  seventies  by  the  Nix- 
on Administration's  Economic  Stabilization 
Program,  which  included  a  freeze  on  wages  and 
prices  in  the  hospital  industry.  The  recently 
established  price  stabilization  program  has  paid 
particular  attention  to  hospital  wages.  And,  al- 
though President  Carter's  Hospital  Cost  Con- 
tainment Act  continues  to  face  stiff  opposition 
in  Congress,  moderating  increases  in  hospital 
costs  remains  one  of  the  Administration's  high- 
est priorities.  Another  indication  that  increasing 
expenditures  for  health  care  are  a  national  con- 
cern is  seen  in  the  variety  of  organizations 
which  have  endorsed  plans  to  ease  the  health 
cost  spiral.  Groups  as  diverse  as  the  AFL-CIO, 
the  American  Medical  Association,  the  Ameri- 
can Hospital  Association,  Blue  Cross,  private 


insurance  companies  and  various  management 
interest  groups  have  all  sponsored  plans  to  re- 
tard hospital  price  inflation. 

Among  the  more  innovative  mechanisms  for 
curbing  inflation  is  public  utility  type  rate  set- 
ting by  a  regulatory  agency.  Generally  func- 
tioning on  a  State-wide  basis,  such  organiza- 
tions are  charged  with  containment  of  institu- 
tional health  care  costs  through  prospective 
reimbursement.  Prospective  reimbursement  is  a 
method  by  which  rates  are  set  such  that  hospi- 
tals and  other  institutions  know  in  advance  the 
rates  they  will  be  paid  regardless  of  the  costs 
they  actually  incur. 

Prospective  rates  are  established  by  one  of 
three  methods:  I)  negotiation,  in  which  insti- 
tutions enter  into  a  series  of  bargaining  ses- 
sions with  the  rate  agency  seeking  a  mutually 
satisfactory  level  of  reimbursement;  2)  formula, 
in  which  an  institution's  rate  and  volume  infor- 
mation for  the  prior  one  or  two  years  become 
variables  in  a  standard  formula,  which  accounts 
for  inflation  and  changes  in  area  demographics 
to  arrive  at  future  rates;  or  3)  budget  review,  in 
which  rates-setters  conduct  a  line-by-line  re- 
view of  prior  and  predicted  years'  budgets  to 
assure  the  reasonableness  of  future  rates. 

One  of  the  most  important  characteristics  of 
prospective  reimbursement  is  that  it  changes 
the  economic  incentives  for  an  institution. 
Under  a  typical  retrospective  system,  a  hospital 
is  reimbursed  for  services  rendered  to  a  patient 
on  the  basis  of  the  costs  to  the  hospital  for 
providing  those  same  services.  No  incentives 
exist  for  the  hospital  to  provide  fewer  services 
to  a  patient.  Under  a  system  of  prospective 
reimbursement,  however,  the  level  of  reim- 
bursement is  determined  in  advance,  and  the 
patient  has  to  be  treated  for  a  pre-determined 
charge.  Thus,  the  hospital  actually  benefits 
financially  from  reducing  length  of  stay  and 
providing  fewer  ancillary  services. 
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As  appealing  as  it  is  conceptually,  prospec- 
tive reimbursement  is  not  without  difficulties. 
The  ability  of  a  hospital  to  control  utilization  of 
services  without  controlling  physician  decision 
making  is  an  obvious  problem.  In  addition,  re- 
gardless of  the  reimbursement  methodology 
employed,  hospital  managements  have  very  lit- 
tle control  over  a  number  of  factors  which 
greatly  influence  the  cost  of  care,  such  as  the 
cost  of  labor  and  supplies  and  the  diagnostic 
case  mix.  And,  the  effect  of  prospective  reim- 
bursement on  quality  of  care  is  uncertain.  A 
hospital  might  look  on  prospectively  estab- 
lished rates  as  an  incentive  to  provide  less  than 
adequate  health  care.  This  "decreased  quality 
of  care"  argument  has  been  voiced  before  in 
connection  with  prepaid  group  practice. 

The  ability  of  a  regulator  to  effectively  moni- 
tor hospital  compliance  with  the  mandates  of 
prospective  reimbursement  is  questionable.  In 
fact,  compliance-related  activities  might  actual- 
ly consume  more  of  a  rate-regulating  agency's 
time  than  actually  establishing  the  rates  them- 
selves. Finally,  it  is  conceivable  that  growth 
and  expansion  of  hospitals  may  be  retarded  by 
the  inflexibility  of  present  rates  to  contemplate 
future  needs.  This  same  argument  has  been 
raised  against  certificate-of-need  regulations. 
Medicare  spending  ceilings  and  wage-and-price 
guidelines  relating  to  the  hospital  industry. 

Maryland's  Health  Services  Cost  Review 
Commission 

The  oldest  continuing  State  rate-setting  expe- 
riment is  that  established  by  the  Maryland 
Health  Services  Cost  Review  Commission 
(HSCRC).  The  Commission  was  set  up  by  the 
Maryland  Legislature  in  1971  following  four 
years  of  unsuccessful  lobbying  efforts  by  the 
bill's  sponsors.  Enactment  was  finally  made 
possible  with  the  backing  of  the  State's  hospital 
association,  which  originally  opposed  the  bill. 
The  association,  at  the  time  of  passage,  was 
embroiled  in  a  controversy  with  Blue  Cross  of 
Maryland  over  approved  levels  of  reimburse- 
ment, and  was  hopeful  that  a  new  regulatory 
agency  might  order  Blue  Cross  to  pay  a  share 
of  bad  debts  and  charity  expenses. 

The  HSCRC  functions  as  an  independent 
agency  within  the  Maryland  Department  of 
Health  and   Mental   Hygiene.   It  is  made  up  of 


seven  part-time  Commissioners  appointed  by 
the  Governor  for  staggered  terms.  By  law,  four 
of  the  seven  are  consumers  who  have  no  direct 
financial  interest  or  investment  in  the  institu- 
tions being  regulated.  The  Commission  staff  is 
headed  by  an  economist.  Dr.  Harold  A.  Cohen, 
and  includes  mathematicians,  data  specialists, 
lawyers,  computer  specialists,  and  accountants. 

As  set  out  in  its  enabling  legislation,  the 
Commission  has  six  principal  powers  and  du- 
ties: 1)  to  assure  public  disclosure  of  the  finan- 
cial position  and  verified  costs  of  all  hospitals 
through  a  system  of  uniform  accounting  and 
reporting;  2)  to  assure  the  financial  viability  of 
efficient  institutions;  3)  to  require  that  the  trust- 
ees of  nonprofit  hospitals  and  nursing  homes 
report  all  business  transactions  involving  them- 
selves and  the  institutions;  4)  to  assure  that 
total  costs  are  reasonably  related  to  total  serv- 
ices provided;  5)  to  assure  that  aggregate  rates 
are  reasonably  related  to  aggregate  costs  of 
services;  and  6)  to  assure  that  rates  are  set  eq- 
uitably among  purchasers  of  care  without  un- 
due discrimination. 

Under  its  enabling  statute,  the  Commission 
was  given  three  years  start-up  time  in  which  to 
develop  a  uniform  reporting  system,  to  collect 
baseline  statistics  and  to  promulgate  rate  regu- 
lations. The  Commission's  first  rate  action  was 
to  freeze  all  hospital  charges  at  their  July  1, 
1974  levels.  (Initially,  Medicare,  Medicaid,  and 
Blue  Cross  continued  to  pay  on  a  cost-reim- 
bursement basis.)  In  1975,  one  hospital  was 
given  a  rate  order  and  began  to  charge  Com- 
mission-approved rates.  In  1976,  half  of  the 
State's  hospitals  were  on  Commission  rates.  By 
1977,  all  acute  care  hospitals  were  being  reim- 
bursed at  rates  established  by  the  HSCRC. 

In  addition  to  employing  rate  setting  to  con- 
trol hospital  rates,  the  Commission  has  at- 
tempted to  regulate  fees  charged  by  physicians 
working  within  hospitals,  e.g.,  radiologists, 
pathologists,  and  anesthesiologists  (although 
the  outcome  of  this  effort  is  still  being  litigat- 
ed). While  health  maintenance  organizations 
are  not  included  under  the  Commission's  con- 
trol, regulation  of  nursing  home  rates  is  within 
the  HSRC's  jurisdiction.  Since  July  1,  1977, 
Medicaid  and  Medicare  have  been  paying  rates 
established  by  the  HSCRC,  joining  commercial 
insurers  and  Blue  Cross  as  well  as  private  pay 
patients  who  were  already  paying  these  rates. 
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The  addition  of  the  two  government  payers 
marked  the  first  time  that  all  patients  in  a  State 
paid  on  the  basis  of  uniform  rates  approved  by 
a  Statewide  agency. 


General  Guidelines 

The  HSCRC's  method  of  rate  review  relies 
on  several  key  assumptions.  First,  hospitals  are 
assured  reimbursement  for  their  reasonable  bad 
debts  through  an  allocation  of  this  expense 
among  all  categories  of  payors.  Second,  the 
Commission  considers  that  the  cost  of  charity 
service  should  be  offset  by  a  share  of  unre- 
stricted contributions  as  well  as  profits  from 
auxiliary  enterprises.  In  addition,  although 
HSCRC  Guidelines  recommend  initiation  of  a 
system  of  tax-supported  charity  services,  until 
such  a  situation  becomes  practicable,  a  provi- 
sion for  charity  care  is  made  in  rates.  In  con- 
junction with  this  provision,  hospitals  are  re- 
quired to  develop  a  formal  charity  care  policy. 

The  HSCRC  also  has  a  number  of  guidelines 
regarding  non-patient  revenues  and  expenses. 
They  are  all  directed  toward  assuring  that  such 
expenses  do  not  fall  unduly  upon  the  patient 
population,  nor  threaten  the  solvency  or  quality 
of  care  of  an  institution.  Among  the  more  sig- 
nificant guidelines  are  the  following.  First,  if  a 
hospital  has  used  borrowed  money  for  a  build- 
ing or  equipment  purchase  when  it  had  appro- 
priate endowment  funds  available,  the  costs 
associated  with  paying  ofi"  the  debt  are  consid- 
ered unreasonable  and  are  not  included  in 
rates.  Second,  if  a  hospital  accumulates  a  char- 
ity fund  with  income  exceeding  the  charity  care 
needs  of  that  institution,  the  hospital  will  have 
to  reclassify  some  of  its  nonpaying  patients  as 
charity  patients,  or  else  have  a  portion  of  its 
research,  education  or  bad  debt  costs  disal- 
lowed from  rates.  Unrestricted  funds  may  be 
used  to  offset  any  capital  project  expenses,  or 
the  rate  components  of  charity,  research  and 
education.  And  third,  auxiliary  enterprises,  or 
those  businesslike  activities  not  directly  related 
to  patient  care,  must  be  self-sufficient,  with  any 
profits  being  used  to  offset  the  costs  of  charity 
care.  Regarding  research  expenses,  the  HSCRC 
requires  that  a  hospital  must  demonstrate  that 
the  benefits  to  present  patients  are  commensu- 
rate with  the  costs. 


Capital  Facilities  Allowance 

Instead  of  traditional  depreciation  account- 
ing, the  HSCRC  has  implemented  a  Capital 
Facilities  Allowance  (CFA)  to  include  building 
and  equipment  expenses  in  patient  charges. 
The  CFA  is  based  on  a  hospital's  cash  require- 
ments, including  principal  and  interest  on  mort- 
gages, reasonable  leasing  costs,  and  cash  out- 
lays associated  with  current  equipment  pur- 
chases. Such  outlays  are  reviewed  for  reason- 
ableness, according  to  whether  or  not  they  are 
in  tune  with  price  level  depreciation  on  existing 
assets.  Endowment  fund  income  and  donations 
are  often  used  as  offsets  against  approved  capi- 
tal costs. 

Calculation  of  the  CFA  is  set  up  to  make  the 
hospital  enter  into  the  capital  market  for  major 
replacement  projects.  The  costs  of  capital  are 
considered  to  be  the  greater  of:  1)  the  amount 
of  cash  needed  to  pay  existing  mortgages;  or  2) 
the  amount  of  money  sufficient  to  provide  a 
down  payment  on  the  current  replacement  val- 
ue of  target  beds  (calculated  by  the  Commis- 
sion) for  the  hospital. 

Accounting  and  Economic  Issues 

The  Commission  requires  use  of  accrual  ba- 
sis accounting.  In  addition,  uniform  functional 
categories  are  established  for  all  hospitals, 
permitting  the  use  of  statistics  to  compare  the 
use  of  personnel  and  capital  costs  in  each  cate- 
gory. 

The  HSCRC  accounting  system  is  designed 
so  that  the  charges  generated  by  an  individual 
functional  category  or  revenue  center  will  be 
sufficient  to  offset  the  "reasonable"  cost  of 
their  respective  operations.  The  revenue  cen- 
ters used  by  the  Commission  appear  in  Figure 
1.  It  should  be  noted  that  anticipated  bad  debt 
is  allocated  pro-rata  to  all  revenue  centers 
based  on  the  actual  expenses  of  individual  cen- 
ters. 

Rates  are  established  by  the  HSCRC  for 
each  patient  care  center  and  each  ancillary  care 
center.  The  costs  of  overhead,  segregated  by 
the  general  service  areas  outlined  in  Figure  2, 
are  distributed  across  all  cost  centers.  For  an- 
cillary services,  the  approved  rate  is  per  unit  of 
service  rendered.  In  establishing  bed  and  ancil- 
lary service  rates  for  each  hospital,  the  Com- 
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FIGURE  1 

LIST  OF  HOSPITAL  REVENUE  CENTERS 
USED  BY  THE  MARYLAND  COST  COMMISSION 


Patient  Care  Centers: 

Medical  &  Surgical  Adult  and  Gynecology 

Pediatrics 

Intensive  Care-Adult 

Intensive  Care-Pediatric 

Coronary  Care 

Psychiatry 

Obstetrics 

Newborn  Nursery 

Premature  Nursery 

Extended  Care 

Operating  Rooms 

Recovery  Rooms 

Delivery  &  Labor  Rooms 

Medical  Supplies 

Intravenous  Therapy 

Emergency  Room 

Burn  Unit 

Trauma  Unit 

Close  Observation 

Laboratory 

Blood  Bank 

Electrocardiology 

Electroencephalography 

Radiology-Diagnostic 

Radiology-Therapeutic 

Nuclear  Medicine 

Pharmacy 

Anesthesiology 

Inhalation  Therapy 

Physical  Therapy 

Occupational  Therapy 

Clinics 

Home  Health  Care 

Private  Ambulatory 

Ambulance  Service 

Renal  Dialysis 


Deductions  from  Patient  Service  Revenue: 

Charity  Service 
Contractual  Adjustments 
Cash  Discounts 
Policy  Discounts 
Administrative  Adjustments 
Provision  for  Bad  Debts 

Auxiliary  Enterprises  &  Misc. 
Operating  Revenues: 

Barber  &  Beauty  Shop  Sale 

Other  Shop  Sales 

Television  Rental  Income 

Vending  Machine  Commissions 

Telephone  Charges  to  Patients 

Laundry  Service 

Private  Duty  Nurses'  Registry  Fees 

Medical  Record  Transcript  Sales 

Parking  Lot 

Sale  of  Drugs  to  Nonpatients 

Sale  of  Medical  Supplies  to  Nonpatients 

Other  Institutional  Program  Revenues: 

Nursing  School  Tuition  &  Fees 

Other  Schools  &  Educational  Programs 

Tuition  &  Fees 
Research  Activities 
Operation  of  Living  Facilities 
Other  Programs 
Grants 

Donations  &  Other  Nonoperating  Revenue 
Gain  on  Disposal  of  Assets 
Value  of  Donated  Service 
Bad  Debt  Recoveries 
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FIGURE  2 

LIST  OF  HOSPITAL  COST  CENTERS 
USED  BY  THE  MARYLAND  COST  COMMISSION 


General  Service  Functions: 

Central  Supply 

Communications 

Dietary 

General  Fiscal  Support  Services 

Grounds  Maintenance 

Housekeeping 

Laundry  &  Linen 

Maintenance  of  Personnel 

Management 

Medical  Records 

Medical  Staff  Administration 

Nursing  Administration 

Other  General  Services 

Patient  Accounting 

Pharmacy 

Plant  Operations 

Social  Services 

Energy 


Miscellaneous  Departments: 

Accounting,  General 

Contracts 

Industrial  Engineering 

Mail  Room 

Purchasing 

Receiving 

Reproduction 

Shipping 

Stores 

Typing  Pool 


Other  Institutional  Programs: 

Nursing  Education 

School  of  Medical  Technology 

School  of  X-ray  Technology 

Postgraduate  Medical  Education 

Dietetic  Education 

Research 


Patient  Care: 

Medical,  Surgical,  Gynecology 

Pediatrics 

Intensive  Care-Adult 

Intensive  Care-Pediatrics 

Coronary  Care 

Psychiatric 

Obstetrics 

Newborn  Nursery 

Premature  Nursery 

Extended  Care 

Operating  Rooms 

Recovery  Rooms 

Delivery  &  Labor  Rooms 

Intravenous  Therapy 

Emergency  Service 

Burn  Unit 

Trauma  Unit 

Close  Observation 

Dialysis 

Laboratories 

Blood  Bank 

Electrocardiology 

Electroencephalography 

Radiology-Diagnostic 

Radiology-Therapeutic 

Nuclear  Medicine 

Pharmacy 

Anesthesiology 

Inhalation  Therapy 

Physical  Therapy 

Recreational  Therapy 

Occupational  Therapy 

Home  Health  Care 

Clinics 

Auxiliary  Enterprises  &  Miscellaneous  Operating 
Expenses: 

Private  Physicians'  Offices 
Telephone  Service 
Telephone  Answering  Service 
Other  Auxiliary  Enterprises 
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mission  establishes  a  target  annual  revenue  for 
the  entire  institution  considering  past  and  pro- 
jected volume  of  demand,  and  sets  the  rates 
such  that  the  targeted  revenue  is  obtained. 

Within  90  days  after  the  close  of  the  fiscal 
year,  each  hospital  is  required  to  report  its  sub- 
sequent year's  budget  upon  the  prior  year's 
actual  costs.  The  report  is  the  basis  of  the  fi- 
nancial and  statistical  data  used  by  the  Com- 
mission staff  in  developing  rates.  Each  institu- 
tion is  not  subjected,  however,  to  a  rate  review 
every  year.  Rather,  once  rates  are  set,  the  hos- 
pital is  allowed  to  periodically  increase  its  rates 
according  to  the  Commission  inflation  formula 
in  order  to  offset  reasonable  increases  in  factor 
costs.  Additional  allowances  are  made  for  unu- 
sual cost  increases  such  as  malpractice  insur- 
ance and  government  mandated  cost  increases. 

Upon  receipt  of  the  hospital's  rate  applica- 
tion, the  Commission's  staff  reviews  the  sub- 
mission for  adequacy  and  completeness.  If  it 
passes  this  process,  it  is  subjected  to  a  "rea- 
sonableness" test.  To  determine  reasonable- 
ness, all  cost  centers  for  which  the  requested 
new  rate  would  exceed  the  eightieth  percentile 
of  rates  within  the  hospital's  comparison  hospi- 
tal group,  are  automatically  challenged  by  the 
Commission.  (The  State's  hospitals  are  grouped 
into  three  categories  for  comparative  purposes: 
teaching  hospitals,  nonteaching  hospitals  in 
metropolitan  Baltimore  and  suburban  Washing- 
ton, and  rural.)  If  the  excessive  unit  costs  are 
attributable  to  underutilization  of  the  service  in 
question,  the  unit  rate  allowed  will  be  reduced 
to  the  80th  percentile.  If  the  center  in  question 
is  being  fully  utilized,  the  hospital  may  prevail 
and  win  an  exception  to  the  80th  percentile 
screen. 

The  process  by  which  this  rate  determination 
is  made  may,  generally  speaking,  take  two 
routes.  After  a  particular  rate  has  been  chal- 
lenged, the  report  of  the  Commission's  staff  is 
informally  reviewed  with  the  hospital  and  inter- 
ested third  parties  such  as  Blue  Cross.  Often 
issues  of  contention  are  solved  at  this  informal 
level,  and  the  staff  report  and  recommendations 
are  forwarded  for  review  by  the  Commission. 
Following  the  Commission's  acceptance,  an 
Order  Nisi  listing  all  the  new  rates,  revenues, 
and  conditions,  is  issued  and  becomes  automat- 
ically effective  within  threee  weeks.  Of  course, 
if  the  informal  hearing  does  not  go  smoothly. 


and  the  parties  still  are  at  odds,  a  process  of 
hearing  and  appeals  commences.  This  process 
culminates  in  an  adversary  proceeding  before 
the  Commission  at  which  time  evidence  and 
testimony  are  taken,  and  arguments  by  both  the 
hospital  and  the  Commission's  staff  are  heard. 
A  decision  is  reached  by  the  Commissioners 
and  a  preliminary  order  and  opinion  are  issued. 
Following  another  series  of  oral  arguments,  the 
preliminary  order,  perhaps  amended,  is  made 
final.  If  the  hospital  disputes  the  final  decision 
of  the  Commission,  it  may  seek  redress  in  the 
State  courts. 

Clearly,  the  HSCRC  emphasis  in  rate  review 
is  on  unit  costs.  It  is  reasonable,  therefore,  that 
a  great  deal  of  attention  is  paid  to  the  volume 
of  services  provided,  as  unit  costs  in  any  area 
may  be  decreased  by  increasing  the  volume. 
Accordingly,  the  Commission  has  implemented 
a  volume  adjustment  system  which  in  effect 
does  not  permit  the  hospital  to  retain  funds 
obtained  due  to  underprojected  volume. 

Equity  among  classes  of  payors  is  achieved 
by  including  discounts  and  add-ons  to  certain 
rates,  which  relate  to  the  actual  savings  or  ex- 
penses caused  to  hospitals.  For  example.  Blue 
Cross  of  Maryland  is  permitted  a  four  percent 
discount  in  rates  for  providing  substantial  cov- 
erage to  a  great  number  of  subscribers  and  pay- 
ing quickly,  thus  reducing  the  necessity  of  the 
hospital  to  seek  large  payments  from  individual 
patients.  Similarly,  persons  paying  for  their 
hospitalization  within  the  first  ten  days  of  dis- 
charge receive  a  two  percent  discount,  reflect- 
ing the  savings  enjoyed  by  the  hospital  from 
the  foregone  expenses  of  multiple  billings  and 
collection  efforts. 

AccomplishiTients  and  Challenges 

To  date,  Colorado  and  Washington  have 
adopted  cost  containment  legislation  modeled 
on  the  Maryland  statute.  Moreover,  the  Carter 
Administration's  proposal  draws  heavily  on  the 
experience  in  Maryland  and  provides  that 
States  with  regulatory  systems  such  as  Mary- 
land's will  be  exempt  from  compliance  with 
any  Federal  program.  The  evident  significance 
of  Maryland  is  due  in  large  part  to  the  accom- 
plishments of  the  Commission  in  holding  down 
price  inflation.  For  example,  prior  to  1975  (the 
year  the  Commission  actually  took  jurisdiction 
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over  rates),  Maryland's  hospital  inflation  was 
equal  to  or  greater  than  the  national  average. 
But,  in  calendar  1976,  experienced  inflation  in 
Maryland's  hospital  rates  (as  measured  by  the 
hospital  component  of  the  Consumer  Price  In- 
dex) was  8.3  percent,  compared  with  a  national 
average  in  excess  of  13  percent.  A  difference 
of  a  similar  magnitude  was  experienced  in 
1977,  and  an  even  larger  difference  is  anticipat- 
ed for  calendar  1978.  It  is  estimated  that  during 
the  first  two  years  of  the  Commission's  regula- 
tion, the  absolute  dollar  savings  in  reduced  in- 
flation exceeded  $200  million. 

One  reason  that  the  Commission  has  been 
able  to  have  a  continuing  record  of  success  in 
retarding  inflation  of  hospital  prices  is  that  it 
continues  to  modify  its  regulatory  model  in  an 
effort  to  strengthen  incentives  for  hospital  ad- 
ministrators and  physicians  to  use  more  cost 
efficient  means  of  delivering  patient  care.  In  the 
future,  the  Commission  will  continue  its  experi- 
ment with  rate  setting  based  on  the  Guaranteed 
Inpatient  Revenue  (GIR)  model.  The  GIR  ap- 
proach ensures  that  for  standard  admitting  di- 
agnoses the  hospital  will  receive  a  present  mini- 
mum reimbursement  regardless  of  the  re- 
sources expended  in  actually  treating  the  pa- 
tient. If  the  hospital  and  medical  staff  are  able 
to  use  fewer  ancillary  tests  and  services,  and 
reduce  the  length  of  inpatient  stays,  the  hospi- 
tal is  allowed  to  accumulate  the  difference  be- 
tween the  actual  costs  of  delivering  care  and 


the  reimbursement  allowed  under  the  GIR 
model.  Preliminary  experience  with  the  GIR 
experiment  has  been  most  favorable;  both 
length  of  stay  and  ancillary  usage  appear  to  be 
significantly  lower  in  the  hospitals  participating 
in  the  program,  and  the  financial  status  of  the 
GIR  hospitals  appears  to  be  improving  relative 
to  those  hospitals  continuing  to  charge  under 
the  Commission's  standard  rates. 

In  the  future,  the  Commission  will  direct 
more  of  its  attention  to  the  problem  of  diagnos- 
tic case  mix.  This  information  is  critical  in 
comparing  hospitals  as  part  of  a  larger  drive  to 
standard  fees  for  various  hospital  procedures 
throughout  the  community.  Data  which  dis- 
criminate hospitals  on  the  mix  of  patients 
served  will  also  help  the  Commission  move 
toward  some  better  sense  of  the  "output"  of 
each  hospital.  Armed  with  such  an  understand- 
ing, eventually  the  Commission  will  be  able  to 
incorporate  factors  which  will  provide  incen- 
tives for  improved  patient  care  in  addition  to 
lower  patient  costs  in  future  rate  models. 

•  James  Lewis  is  a  graduate  student  in  the  Department  of 
Health  Care  Organization,  The  Johns  Hopkins  Universi- 
ty, School  of  Public  Health. 

•  Carl  Schramm  is  an  assistant  professor  in  the  Depart- 
ment of  Health  Care  Organization,  The  Johns  Hopkins 
University,  School  of  Public  Health,  and  a  member  of 
the  Maryland  Health  Services  Cost  Review  Commission. 
He  also  teaches  health  care  law  at  the  University  of 
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THE  MEDICAID  COST  CONTAINMENT  SERIES: 
THE  URBAN  INSTITUTE  REPORT 


(EDITOR'S  NOTE:  With  this  issue,  we  con- 
clude a  series  of  reprints  from  a  four-volume 
study  on  strategies  for  controlling  the  costs  of 
the  Medicaid  program.  The  study  was  conduct- 
ed during  1976  and  1977  by  the  Urban  Institute, 
a  Washington-based,  non-profit  research  corpo- 
ration. Its  purpose  was  to  analyze  the  impact 
of  the  1974-5  recession  on  the  health  care  ef- 
forts of  the  States,  and  to  find  more  viable 
means  of  controlling  program  costs  than  those 
employed  previously. 

This  excerpt,  "Changes  in  Federal  Medicaid 
Regulations'',  constitutes  Chapter  III  of  the 
last  volume  in  the  series.  Restructuring  Federal 
Medicaid  Controls  and  Incentives. 

The  authors  of  this  report  are  Bruce  Spitz  and 
John  Holahan.  Research  for  the  study  was 
funded  under  a  contract  from  the  National 
Center  for  Health  Services  Research  and  by  a 
grant  from  the  Ford  Foundation.  The  full  study, 
or  any  volume  of  it,  may  be  obtained  by 
contacting  the  Publications  Office,  the  Urban 
Institute,  2100  M  Street,  N.W.,  Washington, 
D.C.  20037.  Those  ordering  the  study  are  re- 
quested to  refer  to  URI  18100.  This  excerpt 
appears  with  the  permission  of  the  Urban  Insti- 
tute. 

It  should  be  noted  that  some  of  the  suggestions 
given  in  this  portion  are  being  explored  by 
HCFA  and  the  States,  or  are  well  underway, 
i.e.  25  States  now  have  certified  MMIS  sys- 
tems, etc.  One  can,  of  course,  debate  the  mer- 
its of  some  of  the  authors '  proposals;  an  impor- 
tant aspect  of  such  reports,  we  believe,  is  to 
encourage  thoughtful  debate.) 


Changes  in  Federal  Regulations 

Changes  in  current  financing  arrangements 
can  alter  the  incentives  facing  the  States  in 
ways  which  are  desirable  from  the  public 
perspective.  Changing  incentives  is  not  suffi- 
cient,   however,    if    States   are    severely    con- 


strained in  their  policy  choices  by  Federal  regu- 
lations. In  the  three  previous  volumes  in  this 
series,*  we  described  and  analyzed  the  cost 
containment  choices  available  to  the  States. 
Our  general  conclusion  was  that  while  States 
have  many  choices,  few  are  very  desirable  giv- 
en the  present  set  of  Federal  constraints. 

The  most  frequent  cost  containment  measure 
employed  by  the  States  has  been  the  applica- 
tion of  limits  on  mandatory  benefits  and  the 
elimination  of  optional  benefits.  Of  all  options, 
this  approach  was  often  the  most  inequitable 
and  the  least  cost  effective.  Our  analysis  sug- 
gested that  the  Federal  designation  of  a  service 
as  mandatory  or  optional  is  misleading.  It  fails 
to  specify  minimum  levels  or  quantities  of  serv- 
ices, ignores  the  complementary  nature  of  med- 
ical services  (e.g.,  physicians  do  not  consider 
pharmaceuticals  an  "optional"  benefit  in  the 
treatment  of  their  patients),  computes  a  margin- 
al effect  to  optional  benefits  which  understates 
the  critical  nature  of  some  of  those  benefits 
(e.g.,  insulin  is  not  optional  for  diabetics  nor  is 
a  wheelchair  optional  for  a  paraplegic),  and  as- 
signs an  implicit  cost-saving  potential  to  certain 
benefit  cutbacks  which  may  be  spurious  (e.g., 
eliminating  podiatry  and  optometry  will  result 
in  some  patients  substituting  physician  serv- 
ices; the  cost  of  this  substitution  is  often  ig- 
nored when  services  are  eliminated).  Further- 
more, benefit  cut-backs  tend  to  be  inequitable. 
Those  with  the  most  severe  disabilities  are  like- 
ly to  suffer  the  greatest  hardships  when  benefits 
are  reduced.  Second,  to  the  extent  that  benefit 
cutbacks  force  the  localities  (through  their 
public  hospitals  and  health  facilities)  to  assume 
the  total  financial  cost  for  supplying  benefits 
previously  paid  for  by  Medicaid,  the  financing 
burden  shifts  from  the  relatively  progressive 
Federal  income  tax  to  the  regressive  tax  system 
at  the  local  level. 


*  Modifying  Medicaid  Eligibility  and  Benefits,  Altering 
Medicaid  Reimbursement,  and  Controlling  Medicaid  Utili- 
zation Patterns. 
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Despite  these  problems,  in  many  States  bene- 
fit cutbacks  have  become  synonymous  with  the 
State's  Medicaid  cost  containment  effort.  The 
reasons  for  this  are  that,  relative  to  all  other 
options,  benefit  cutbacks  are  technically,  ad- 
ministratively, and  politically  the  easiest  cost 
control  to  implement.  It  is  equally  important, 
however,  that  the  Federal  government  has 
made  the  regulations  governing  benefit  cover- 
age more  flexible  than  regulations  covering 
practically  all  other  aspects  of  the  Medicaid 
program.  Thus,  the  States  do  not  have  to  go 
through  a  lengthy  Federal  review  before  imple- 
menting a  benefit  cutback.  It  can  be  done 
quickly.  Because  a  rapid  response  to  fiscal 
pressure  is  essential,  the  ease  with  which  bene- 
fit cutbacks  can  be  performed  is  often  the  most 
compelling  argument  in  their  favor. 

Rapid  implementation  rarely  exists  for  alter- 
ing reimbursement  procedures  (particularly  for 
hospitals),  instituting  a  sensible  cost  sharing 
mechanism,  or  establishing  utilization  controls. 
The  Federal  government  has  constructed  a  se- 
ries of  regulatory  obstacle  courses  for  Medi- 
caid. Benefit  limitations  happen  to  be  the  easi- 
est to  traverse.  Others  can  be  overcome  with 
some  difficulty.  Others  are  impossible.  State 
actions  are  guided  by  what  is  permitted  and  not 
necessarily  by  logic  or  experience. 


Problems/Goals 

The  biggest  problem  in  cost  containment  is  the 
tendency  to  confuse  fiscal  constraints  with  pro- 
gram goals.  If  a  State's  sole  concern  is  cost 
containment,  then  the  most  direct  approach  for 
limiting  Medicaid  costs  is  to  terminate  the  pro- 
gram. Termination  can  be  easily  and  inexpen- 
sively implemented.  It  is  immediately  effective 
with  very  favorable  long-run  cost  implications. 
The  burden  for  some  of  the  care,  of  course, 
will  be  shifted  onto  the  localities.  But  local 
expenditures  will  not,  in  all  likelihood,  match 
the  State's  fiscal  effort.  A  great  portion  of  the 
burden  will  be  shifted  onto  the  poor  in  terms  of 
ill  health  and  onto  providers  in  terms  of  in- 
creased charitable  care.  Debates  and  petitions 
regarding  mainstream  medicine  and  freedom  of 
choice  would  continue  but  the  lawsuits  and 
court  injunctions  would  cease.  Hospitals  would 
still  insist  that  they  receive  reasonable  cost 
reimbursement  and   nursing  homes  would   still 


decry  their  meager  profits,  but  these  demands 
would  be  heard  by  county  commissioners  and 
city  councilmen,  not  by  State  legislators.  In 
one  move,  the  State  could  free  itself  of  a  large 
fiscal  strain,  a  complicated  administrative  pro- 
gram, poor  press  coverage,  angry  lobbyists, 
and  embarrassing  legal  entanglements. 

Medicaid's  primary  goal,  however,  is  not 
cost  containment.  Ostensibly  the  primary  goal 
has  been  to  extend  medical  benefits  (i.e.,  main- 
stream medicine)  to  certain  low  income  individ- 
uals. In  practice,  the  Federal  government's 
failure  to  mandate  a  minimum  benefit  package 
or  define  poverty  (in  terms  of  income  or  re- 
sources) has  made  this  goal  ambiguous  and 
unattainable.  From  regulatory,  administrative, 
and  technical  perspectives,  restrictions  on  ben- 
efits and  poverty  thresholds  can  be  implement- 
ed more  easily  and  quickly  than  any  of  the  oth- 
er cost  containment  options.  Political  resistance 
to  lowering  income  definitions  of  poverty  has 
generally  thwarted  States  from  economizing  in 
that  direction.  During  the  recent  recession, 
however,  benefit  limitations  became  an  exceed- 
ingly popular  device.  With  each  new  restriction 
on  benefit  coverage  the  goals  of  the  program 
are  modified. 

Cost  containment  strategies  are  complicated, 
often  obscured,  by  goals  which  are  covertly 
and  perpetually  in  flux.  Because  limiting  costs 
is  not  the  primary  goal  of  Medicaid,  program 
managers  can  honestly  ask,  ''What  costs 
should  be  limited?  Cost  containment  with  re- 
spect to  what?"  An  equally  honest  answer 
would  be,  "We  do  not  know.  "  The  Federal 
government  has  refrained  from  setting  attain- 
able goals  or  minimum  standards  of  perform- 
ance. In  lieu  of  specified  goals,  there  has  been 
an  obsession  with  procedures.  In  lieu  of  coher- 
ent policy.  Federal  administration  has  focused 
on  improved  State  management  and  the  elimi- 
nation of.  fraud.  No  one  is  quite  sure  what 
should  be  done,  just  that  it  should  be  done  bet- 
ter. No  one  is  quite  sure  what  better  means, 
although  it  has  something  to  do  with  efficiency, 
costs,  and  the  elimination  of  fraud.  The  quest 
for  the  last  welfare  cheat  and  the  magic  lid  on 
Medicaid  cost  has,  at  times,  attained  a  level  of 
primacy  greater  than  that  of  the  delivery  of 
services. 

Clearly,  a  way  of  resolving  this  problem 
would  be  to  set  national  standards  for  eligibility 
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and  benefit  coverage.  Uniform  eligibility  stand- 
ards would  require  major  reform  of  the  entire 
national  income  support  system.  This  is  unlike- 
ly to  happen  in  the  near  future.  Uniform  bene- 
fit coverage,  on  the  other  hand,  requires  a  re- 
structuring of  the  Medicaid  program  alone;  but 
uniform  benefit  coverage  would  be  a  costly 
proposition.  States  with  benefits  less  generous 
than  the  national  package  would  have  to  ex- 
pand their  program  and  their  costs  (contrary  to 
popular  belief,  it  appears  that  added  benefits 
result  in  additional  costs — preventive  medicine 
is  unlikely  to  reduce  acute  care  costs,  and  home 
health  care  and  homemaker  services  do  not 
substitute  on  balance  for  nursing  home  care). 
States  with  more  liberal  benefit  coverage  than 
the  national  package  would  have  to  assume  the 
full  cost  for  non-Federally  required  benefits.  In 
neither  instance  could  a  persuasive  argument 
be  made  that  a  national  benefit  package  would 
improve  the  fiscal  condition  of  Medicaid.  Uni- 
form eligibility  and  benefit  coverage  are  impor- 
tant because,  in  their  absence,  the  program  is 
inequitable.  Equity,  not  cost,  is  the  principle 
reason  for  imposing  this  type  of  uniformity.  In 
this  case,  equity  considerations  conflict  with 
cost  containment.  Therefore,  although  we  feel 
strongly  that  uniform  eligibility  and  benefit 
coverage  should  be  imposed,  neither  could  be 
recommended  as  a  cost  containment  mecha- 
nism. 

Our  concern  here  is  to  identify  changes  in 
Federal  regulations  which  will  improve  the 
States'  capacity  to  contain  their  costs  without 
denying  clients  access  to  necessary  care.  We 
restrict  our  attention  to  changes  that  are  politi- 
cally and  administratively  feasible.  We  do  not 
consider  all  possible  proposals.  We  do  not  con- 
sider many  important  or  necessary  changes 
which  cannot  be  justified  in  terms  of  cost  con- 
tainment. Finally,  we  do  not  focus  on  options 
States  might  adopt  if  those  options  are  current- 
ly permitted  under  Federal  law  and  regulations. 
Our  emphasis  will  be  on  changes  which  either 
permit  or  force  States  to  become  more  effec- 
tive in  their  control  over  Medicaid  costs. 

With  all  this  in  mind,  we  would  make  the  fol- 
lowing recommendations  in  order  of  their  po- 
tential savings: 

1.  The  Federal  government  should  impose  a 
limit  on  total  hospital  revenues. 


2.  TTie  Federal  government  should  increase 
its  financial  share  for  long  term  care  serv- 
ices. 

3.  States  should  be  required  to  institute  and 
operate  a  Surveillance  and  Utilization 
Rev\e\w  System  (S/UR).  The  Federal  gov- 
ernment should  finance  all  of  the  develop- 
ment costs  for  this  component  of  the 
Medicaid  Management  Information  Sys- 
tem (MMIS). 

4.  Early  and  Periodic  Screening,  Diagnosis, 
and  Treatment  (EPSDT)  programs  should 
be  targeted  at  specific  diseases  within 
specific  groups  of  children. 

5.  States  should  be  allowed  to  experiment 
with  limiting  benefits  by  diagnosis. 

6.  States  should  be  required  to  issue  Medi- 
caid clients  photo-identification  cards. 

7.  States  should  be  allowed  to  institute  nomi- 
nal copayments  for  physician  ambulatory 
care  (and  physician  substitutes).  Certain 
care  should  be  excluded  from  copay- 
ments. 

8.  The  freedom  of  choice  provision  should 
be  deleted. 

9.  All  nursing  homes  certified  for  either 
Medicaid  or  Medicare  must  participate  in 
both  programs. 

Federal  Limits  on  Hospital  Revenues 

Perhaps  the  most  frustrating  obstacle  facing 
State  program  managers  and  legislators  is  their 
inability  to  control  hospital  costs.  "Reasonable 
cost"  reimbursement,  the  predominant  method 
of  hospital  payment,  is  highly  inflationary  and 
inefficient.  It  has  become,  however,  a  standard 
of  adequacy  of  third-party  payment  to  hospi- 
tals. As  a  result.  States  seeking  to  control  Med- 
icaid hospital  expenditures  face  a  dilemma. 
Any  payment  mechanism  which  promises  to 
truly  limit  hospital  costs  invites  hospital  with- 
drawal from  the  Medicaid  program.  The  State 
must  then  accept  limited  access  for  its  benefici- 
aries or  return  to  a  payment  mechanism  that 
approximates  reasonable  costs. 

An  understanding  of  why  this  occurs  is  de- 
pendent upon  understanding  what  the  objective 
of  "reasonable  cost"  reimbursement  is  and 
how  it  is  applied.  Medicaid  is  required  to  utilize 
the  Medicare  method  of  hospital  reimburse- 
ment, a  cost-based  system  developed  jointly  by 
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the  Social  Security  Administration  and  the 
American  Hospital  Association  shortly  after  the 
1965  passage  of  the  Medicare  and  Medicaid  leg- 
islation. Entitled  "reasonable  cost"  reimburse- 
ment, this  payment  method  is  required  by  law 
to  isolate  the  burden  of  program  costs.  It  is  an 
articulation  of  a  basic  Medicare  principle  that 
costs  be  apportioned  accurately  between  pro- 
gram recipients  and  non-recipients  and  that 
government  refrain  from  contributing  in  any 
way  to  the  cross-subsidization  of  costs  between 
these  two  groups.  In  operational  terms,  reason- 
able cost  is  defined  by  auditing  a  hospital's 
books,  identifying  that  fraction  of  total  charges 
which  are  Medicaid  charges,  and  multiplying 
that  fraction  times  the  total  cost  of  operating 
the  hospital.  This  accounting  procedure  is  de- 
scriptively called  the  "ratio  of  charges  to 
charges  applied  to  costs"  or  RCCAC  approach. 
It  might  be  argued  that  the  general  objective 
of  Medicaid's  hospital  reimbursement  policy  is 
an  equitable  and  defensible  approach.  After  all, 
government  intervention  in  the  provision  of 
care  is  minimized.  The  hospitals  receive  pay- 
ment on  a  cost  basis  for  only  those  services  to 
Medicaid  recipients.  And,  mainstream  medicine 
potentially  can  become  an  affordable  reality  to 
the  poor  without  threatening  the  financial  sol- 
vency of  the  individual  hospitals.  Why  then  is 
"reasonable  cost"  an  inadequate  solution?  A 
number  of  factors  may  be  cited: 

1.  Reasonable  cost  reimbursement  provides 
no  incentives  for  cost-minimization  and 
has  thereby  contributed  significantly  to 
the  extraordinary  inflationary  trend  of 
hospital  prices  and  costs  experienced  over 
the  past  ten  years. 

2.  Reasonable  cost  reimbursement  permits 
and  encourages  hospitals  to  shift  non- 
Medicaid  costs  onto  the  Medicaid  pro- 
gram. 

3.  Reasonable  cost  reimbursement  guaran- 
tees systemwide  misallocation  of  health 
and  hospital  resources.  It  therefore  works 
in  opposition  to  the  States'  health  plan- 
ning efforts. 

4.  Reasonable  cost  reimbursement  acts  as  a 
rhetorical  and  operational  impediment  to 
alternative  hospital  reimbursement  meth- 
odologies. 


The  Federal  government  and  the  States  have 
attempted  to  overcome  these  problems  through 
controls  on  capital  expenditures  and  services 
and  experiments  in  incentive  and  prospective 
reimbursement.  To  date  none  of  these  ap- 
proaches promises  to  significantly  dampen  the 
rise  in  hospital  expenditures  and  prices.  Fur- 
thermore, they  do  not  offer  any  short-term  re- 
lief for  the  Medicaid  program.  Under  existing 
regulations,  that  relief  can  come  from  limita- 
tions on  inpatient  routine  costs,  limits  on  occu- 
pancy rates,  increased  stalling  in  hospital  pay- 
ments, or  altering  the  cash  flow  by  placing  all 
hospitals  on  an  interim  payment  basis.  While 
more  cost  eff"ective  than  capital  controls  or  in- 
centive reimbursement,  these  options  again  do 
not  significantly  afi"ect  Medicaid  hospital  pay- 
ments. 

The  Medicaid  program  will  not  by  itself  be 
able  to  contain  hospital  costs.  Those  costs  have 
risen  in  response  to  the  massive  shift  to  liberal 
cost  reimbursement  systems  promoted  through 
Medicare  and  Medicaid  and  adopted  by  most 
Blue  Cross  plans.  Over  the  past  ten  years  there 
has  been  a  systemic  change  in  the  way  hospi- 
tals operate.  Hospitals,  in  general,  have  experi- 
enced an  increase  in  the  number  and  types  of 
professional  hospital  personnel  per  patient,  an 
increase  in  the  use  of  high  cost  technology,  an 
increase  in  the  wage  structure  of  unskilled  and 
semi-skilled  hospital  labor,  and  an  increase  in 
the  access  to  capital  markets.  Medicaid's  role 
as  a  partial  payor  cannot  constrain  those  costs. 

The  best  solution  to  this  problem  would  be  to 
establish  a  limit  or  cap  on  total  hospital  reve- 
nues somewhat  similar  but  more  binding  than 
the  proposal  recently  set  forth  by  the  Carter 
Administration.  It  would  apply  to  revenues 
generated  by  all  payors  on  behalf  of  all  hospi- 
talized patients.  This  would  prevent  hospitals 
from  discriminating  against  Medicaid  recipients 
(in  favor  of  other  more  lucrative  patients)  while 
slowing  down  the  total  rate  of  increase  for 
hospital  costs.  Neither  of  these  goals  is  feasible 
when  Medicaid  acts  alone. 

Payments  to  Nursing  Homes 

Medicaid  has  a  very  special  relationship  with 
the  long-term  care  industry.  Nursing  homes 
represent  the  largest  cost  component  of  the 
program.  (In  1974,  for  example,  they  accounted 
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for  36  percent  of  the  total  Medicaid  budget.)  At 
the  same  time,  the  long-term  care  industry  re- 
lies upon  Medicaid  for  an  estimated  50  to  70 
percent  of  their  revenues.'  In  many  ways, 
Medicaid's  policy  toward  nursing  homes  tran- 
scends an  individual  State's  attitude  toward  its 
welfare  population.  Medicaid  policy  has  be- 
come a  de  facto  national  policy.  Medicaid  has 
created  and  sustained  an  industry.  It  funds  the 
industry,  certifies  the  facilities,  places  the  ma- 
jority of  patients,  and  reviews  the  patient's 
payment  status  and  medical  condition.  The  gap 
between  the  nursing  homes,  Medicaid,  the 
poor,  and  non-poor  is  bridged  by  the  medically 
needy  eligibility  category  and  the  lengthy  and 
costly  average  stays  in  nursing  homes.  The 
medically  needy  are  individuals  impoverished 
by  medical  bills.  The  average  length  of  stay  in 
a  nursing  home  is  two  years. 2  In  1973,  the 
monthly  average  cost  of  stay  in  a  nursing  home 
was  $592.3  One-third  of  the  homes,  however, 
charged  more  than  $600  a  month. 4  At  these 
rates,  modest  savings  are  depleted,  individuals 
become  impoverished,  and  Medicaid  becomes 
necessary.  Michigan  offers  an  example  of  the 
cost  of  supporting  the  medically  needy  in  nurs- 
ing homes.  In  fiscal  1974,  Michigan  had  904,000 
Medicaid  recipients  who  incurred  nearly  $538 
million  in  medical  costs. 5  Less  than  five  per- 
cent of  the  recipients  were  medically  needy 
clients  in  nursing  homes.  These  patients  con- 
sumed $133  million  of  long  term  care,  nearly  25 
percent  of  the  total  Michigan  Medicaid  budget. 6 
These  figures  do  not  include  the  cost  of  physi- 
cian services  or  pharmaceuticals  received  by 
those  individuals  in  long  term  care  facilities.  As 
such,  it  is  an  underestimate  of  the  resources 
allocated  to  these  individuals. 

The  major  point  is  that  the  Medicaid  long 
term  care  program  reaches  beyond  the  delivery 
of  health  services.  Long  term  care  consists  of  a 
mixture  of  income  support,  housing,  social 
services,  and  health  services.  Yet,  with  the 
exception  of  very  small  SSI  payments  to  cover 
personal  needs  of  patients,  long  term  care  is 
considered  wholly  a  health  service.  As  such, 
the  program  fills  a  national  need  that  all  other 
programs  have  refused  to  address,  let  alone 
finance.  If  the  Federal  government  wishes  to 
help  the  States  contain  their  Medicaid  costs,  it 
could  acknowledge  the  income  maintenance 
component  of  long  term  care  by  increasing  the 


Federal  government's  financial  participation  in 
that  part  of  the  program.  The  mechanism  for 
supplying  that  assistance  currently  exists.  At 
present,  when  an  SSI  recipient  enters  a  nursing 
home,  the  contribution  of  the  SSI  program — 
with  the  exception  of  $25  personal  needs  allow- 
ance— ceases.  The  rationale  for  this  Federal 
decision  is  not  consistent  with  the  income  sup- 
port and  equity  objectives  of  a  Federal  SSI 
program.  Individuals  do  not  become  less  wor- 
thy of  Federal  income  maintenance  assistance 
because  of  a  change  of  residence  from  a  pri- 
vate home  to  a  nursing  home  or  domiciliary 
care  facility.  Under  current  arrangements.  So- 
cial Security  and  private  retirement  benefits  are 
used  to  pay  for  the  patient  nursing  home  ex- 
penditures. By  eliminating  SSI  payments  for 
institutionalized  recipients,  the  Federal  govern- 
ment shifts  a  greater  share  of  the  financial  bur- 
den of  caring  for  the  institutionalized  popula- 
tion to  the  States. 

The  amount  of  State  support  of  the  institu- 
tionalized long  term  care  population  depends 
on  the  States'  matching  rate  (as  discussed  ear- 
lier, this  currently  ranges  from  17  to  50  percent 
of  costs).  We  recommend  that  the  Federal  gov- 
ernment share  to  a  greater  extent  in  the  costs 
of  long  term  care  by  providing  SSI  payments  to 
individuals  in  those  institutions.  Medicaid 
would  continue  to  contribute  the  difference 
between  the  costs  of  care  in  the  home  and  the 
individual's  contribution,  less  the  personal 
needs  allowance.  From  the  nursing  home's 
perspective,  SSI  payments  would  be  treated  as 
a  source  of  patient  income  in  the  same  manner 
as  Social  Security  and  retirement  benefits.  The 
net  effect  would  be  substantial  fiscal  relief  for 
the  States. 


Mandatory  SUR  Systems 

Surveillance  and  Utilization  Review  (SUR)  is 
one  of  six  subsystems  to  the  Medicaid  Manage- 
ment Information  System  (MMIS)  currently 
being  promoted  by  HEW.  In  one  sense  the 
SUR  system  is  like  any  of  hundreds  of  other 
claims  review  mechanisms  employed  by  private 
insurers,  medical  foundation  plans,  and  various 
governmental  vendor  payment  programs.  The 
basic  data  inputs  on  service  delivery,  utiliza- 
tion, and  expenditures  all  come  from  invoice 
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processing.  But  whereas  most  claims  review 
mechanisms  are  designed  primarily  to  check 
the  vaHdity  and  accuracy  of  provider  invoices 
and  recipient  eligibility  status,  these  two  func- 
tions are  handled  elsewhere  in  the  MMIS  sys- 
tem. SUR  is  designed  rather  to  serve  the 
broader  objective  of  reducing  misutilization  and 
program  abuse  through:  (1)  monitoring  service 
delivery  and  utilization  patterns,  (2)  establish- 
ing uniform,  and  where  possible,  non-norma- 
tive standards  of  care,  (3)  screening  or  excep- 
tions reporting  based  upon  these  standards,  (4) 
targeting  direct  intervention  mechanisms  when 
standards  are  not  met,  and  (5)  providing,  in  the 
process,  a  deterrent  to  future  misutilization  and 
abuse. 

In  an  attempt  to  encourage  States  to  develop 
and  maintain  an  SUR  system.  Title  XIX  has 
since  1974  provided  increased  Federal  financial 
participation  (FFP)  for  States  implementing  and 
operating  MMIS  systems.  The  FFP  for  the  de- 
sign, development,  and  installation  of  new 
mechanized  systems  (or  improvements  to  exist- 
ing systems)  is  90  percent  of  program  costs.  A 
75  percent  FFP  is  provided  for  operating  ex- 
penses of  certified  MMIS  systems. 

With  such  generous  Federal  financing  and  the 
potential  for  significant  program  cost  savings 
when  implemented,  it  is  surprising  that  so  few 
States  have  demonstrated  an  interest  in  MMIS. 
Only  eight  States  have  certified  systems  in 
place.*  An  additional  ten  States  were  develop- 
ing MMIS  systems  under  approved  State  imple- 
mentation plans  as  of  mid- 1976  (thereby  eligible 
for  90  percent  FFP),  but  a  full  17  States  were 
either  inactive  as  of  that  time  or  had  shown  no 
interest  in  participating. 7  A  few  States  have 
developed  their  own  systems  of  utilization  pro- 
filing but  none  as  extensive  as  SUR.  In  New 
York,  for  example,  the  NYSHUR  (New  York 
Hospital  Utilization  Review)  system  provides 
experience-generated  norms  for  institutional 
utilization  patterns  by  diagnosis,  age,  and  sex.*^ 

The  first  State  to  implement  MMIS  (and 
hence  SUR)  was  Ohio.  Five  of  the  remaining 
seven  implemented  their  systems  in  1976. 
There  is,  in  short,  no  experiential  basis  for 
evaluating  the  effectiveness  of  SUR  in  curtail- 
ing misutilization   and  abuse   under   Medicaid. 


(*Number  t)f  .Stales  and  jurisdictions  with  certified 
MMIS  is  now  25,  with  23  actively  developing  MMI.S  Sys- 
tems. Ed.) 


Why  then  should  it  be  adopted?  There  are  four 
major  reasons.  First,  SUR  provides  the  State 
with  a  holistic  picture  of  service  delivery  and 
utilization  patterns  under  its  Medicaid  program. 
It  must  be  remembered  that  cost  containment 
through  utilization  control  is  a  secondary  objec- 
tive to  be  met  subject  to  attainment  of  the  pro- 
gram's primary  goals.  The  SUR  system  lays  the 
ground  work  for  an  assessment  of  whether 
these  goals  have  been  reached. 

Second,  the  system  offers  a  mechanism  for 
rationally  targeting  utilization  control  by  serv- 
ice, provider,  and  recipient  categories.  Up  to 
this  point  States  have  haphazardly  implemented 
a  raft  of  different  controls  based  on  little  solid 
evidence  of  where  control  is  most  needed. 
Thus,  SUR  provides  a  relatively  inexpensive 
method  for  establishing  uniform  norms  and 
standards  of  service  delivery  and  utilization. 
The  lack  of  consistent  standards  is  a  major 
weakness  of  pretreatment  and  concurrent  re- 
view which  could  be  rectified  if  such  controls 
were  incorporated  as  intervention  strategies 
under  SUR. 

Third,  the  Surveillance  and  Utilization  Re- 
view system  provides  a  basis  for  utilization 
control  effectiveness  studies.  The  need  for  in- 
depth  empirical  evaluation  of  both  the  type  and 
level  of  control  activity  should  be  obvious,  but 
it  cannot  be  done  without  adequate  baseline 
profile  data.  Not  only  will  the  system  produce 
such  a  data  base  over  time,  but  more  impor- 
tantly the  data  elements  can  be  readily  ana- 
lyzed in  relation  to  control  norms  and  stand- 
ards. This  leads  to  the  final  rationale  for  SUR 
adoption:  the  development  of  an  effective  utili- 
zation control  program  is  conditioned  upon 
concise  objectives  for  cost  containment  subject 
to  maximum  quality  constraints.  In  these 
terms,  SUR  at  least  sets  the  stage  for  a  solu- 
tion to  the  cost/quality  conundrum. 

We  recommend,  therefore,  that  all  States  be 
required  to  develop  and  maintain  an  SUR  sys- 
tem. Second,  the  total  costs  of  development 
should  be  paid  for  by  the  Federal  government. 
The  States'  share  of  operating  expenses  would 
be  unchanged.  If  the  basic  financial  incentives 
facing  the  program  were  changed  in  the  direc- 
tion suggested  earlier — toward  a  system  where- 
by States  paid  a  greater  share  of  costs  at  the 
margin — States  would  have  strong  incentives  to 
use  the  SUR  system  as  a  management  and 
cost-control  mechanism. 
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EPSDT  Regulations 

Early  and  Periodic  Screening,  Diagnosis,  and 
Treatment  (EPSDT)  is  a  mandatory  medical 
screening  benefit  extended  to  all  Medicaid  re- 
cipients under  21  years  of  age.  The  purpose  of 
the  program  is  to  discover  and  correct  health 
problems  among  children  in  Medicaid  so  that 
future  problems  may  be  averted  and  public 
dependency  reduced  or  eliminated.  The  States 
have  not  readily  embraced  EPSDT. "^  In  part, 
this  has  been  due  to  the  failure  of  the  Federal 
government  to  issue  regulation  in  a  timely  fash- 
ion. In  part,  this  has  occurred  because  EPSDT 
is  the  only  benefit  where  the  State  is  responsi- 
ble for  delivering  of  the  service  (as  opposed  to 
merely  reimbursing  a  private  provider).  Most 
important,  however,  is  the  potential  for  extraor- 
dinary expenditures  which  would  be  required 
for  a  fully  operating  EPSDT  program. 

Some  States  have  been  sufficiently  irked  by 
the  imposition  of  the  EPSDT  program  that  they 
have  considered  not  implementing  the  service 
and  incurring  the  fiscal  penalty  of  a  one  percent 
reduction  in  the  State's  AFDC  welfare 
grants. '0  For  example,  a  1976  Ohio  legislative 
budget  office  memorandum  reported  that  "the 
Ohio  Department  of  Public  Welfare  has  been 
under  a  recent  consent  order  to  screen  eligible 
children  through  EPSDT  and  failure  to  do  so 
will  result  in  the  imposition  of  fiscal  sanctions 
against  the  State.  Regardless  of  this  potential 
loss  of  monies,  the  question  of  the  need  for 
EPSDT  as  a  longer  term  means  of  reducing 
costs  might  be  explored."  (emphasis  added)." 
HEW,  of  course,  has  greater  leverage  to  en- 
force compliance  than  the  one  percent  penalty;  it 
can  potentially  deem  the  whole  program  out  of 
compliance  and  withdraw  all  Federal  support. 
However,  such  an  extreme  response  is  unlikely 
because  severe  penalties  are  rarely  enforced. 
Since  the  inception  of  the  Medicaid  program 
and  throughout  the  more  than  2,300  reported 
incidents  of  State  noncompliance  with  Federal 
regulations,  not  one  State  has  had  its  Federal 
share  completely  withheld.  12  Thus,  States 
could,  if  they  felt  that  EPSDT  would  cost  more 
than  the  one  percent  penalty,  quietly  get 
"bogged  down"  in  the  implementation  of 
EPSDT,  suffer  the  sanction,  and  functionally 
render  a  mandatory  benefit  optional.  13 


The  EPSDT  program  has  a  clear  potential  for 
becoming  enormously  expensive.  The  argu- 
ments for  the  massive  screening  program  man- 
dated by  EPSDT  are  appropriate,  if,  and  only 
if,  the  following  assumptions  hold. 

1.  Most  AFDC  parents  and  guardians  are 
unaware  of  or  indifferent  to  their  chil- 
dren's pain  or  discomfort. 

2.  All  critical  health  problems  of  children 
will  not  be  detected  through  the  use  of 
routine  medical  services. 

3.  Those  health  problems  detected  through 
the  provision  of  routine  or  acute  medical 
care  cannot  be  treated  as  effectively  or 
inexpensively  as  problems  detected 
through  screening. 

4.  The  value  of  EPSDT,  in  terms  of  medical 
expenses  avoided  and  benefits  to  children 
(e.g.,  reduced  discomfort  or  enhanced 
ability  to  learn),  exceed  the  cost  of  uni- 
versal screening. 

It  is  likely  that  these  criteria  will  be  met  in 
some  cases  but  not  in  others.  They  suggest  that 
the  program  might  be  targeted  much  more  care- 
fully to  specific  age  groups  and  to  specific 
health  problems.  Such  targeting  would  be  more 
acceptable  to  the  States  because  it  would  be 
easier  to  administer  and  less  expensive  than 
universal  screening.  It  would  yield  greater  re- 
turns for  every  dollar  invested  (because  it 
would  be  focused  on  problems  with  the  great- 
est probability  of  occurring  rather  than  check- 
ing for  all  forms  of  ill  health  among  all  ages  of 
children).  Finally,  its  assumptions  are  less  he- 
roic and  therefore  not  as  offensive  as  the  as- 
sumptions underlying  the  current  EPSDT  ap- 
proach. 

Limiting  Benefits  by  Diagnosis 

In  designing  its  Medicaid  benefit  package,  a 
State  "may  not  arbitrarily  deny  or  reduce  the 
amount,  duration  or  scope  of  such  services 
solely  because  of  the  diagnosis,  type  of  illness 
or  condition." '4  A  State  may,  of  course,  take 
more  drastic  measures  such  as  the  elimination 
of  the  service  altogether  or  reducing  the 
amount  and  duration  for  all  services  delivered 
by  a  specific  provider. 
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The  restriction  on  arbitrarily  reducing  serv- 
ices because  of  diagnosis  is  interesting  because 
of  the  ambiguous  nature  of  the  term  "arbi- 
trary" and  because  limitations  by  diagnosis  can 
perhaps  be  the  least  punitive  and  most  effective 
of  all  benefit  limitations,  particularly  in  those 
areas  where  medical  protocol  has  been  clearly 
defined.  In  some  instances,  regional  differences 
have  been  observed  in  days  spent  in  hospitals 
for  specific  diagnosis  which  cannot  be  attribut- 
ed to  medical  necessity  but  medical  patterns  or 
habits  of  practice.  The  question  is — should  the 
State  support  an  expensive  tradition  of  practice 
which  contributes  very  little  to  the  patient's 
health  and  well  being? 

We  recommend  that  States  be  explicitly 
permitted  to  experiment  with  the  application  of 
applying  limits  on  benefits  by  diagnosis,  that 
those  limits  be  based  upon  cost-effective  medi- 
cal practices  observed  within  the  State,  region, 
or  the  nation  and  that  the  impact  of  those  limi- 
tations be  carefully  evaluated.  The  Federal 
government  would  be  required  to  establish 
guidelines  for  approving  the  limits  that  were 
proposed  by  the  States. 

Benefit  by  diagnosis  limitations  and  MCE 
(Medical  Care  Evaluation)  could  be  accom- 
plished in  conjunction  with  PSRO  profiling  ac- 
tivities. As  a  first  step  the  State  could  examine 
age  and  diagnostic  specific  provider  profiles 
developed  by  PSROs  within  its  jurisdiction. 
The  purpose  would  be  to  discover  procedures 
reflecting  relatively  standardized  medical  proto- 
col with  respect  to  length  of  stay  or  service 
usage  (e.g.,  those  procedures  exhibiting  little 
variation  around  regional  norms).  The  second 
step  would  be  to  compare  these  regional  norms 
with  national  or  other  area  norms  for  identical 
procedures.  Where  significant  differences  are 
observed,  special  MCE  studies  could  be  com- 
missioned to  discover  whether  the  differences 
are  due  to  "style"  of  practice  or  have  a  legiti- 
mate basis  in  expected  health  outcomes.  In  the 
former  case,  diagnostic  specific  benefit  limita- 
tions could  be  tied  to  the  norm  reflecting  the 
least  expensive  style  of  practice. 

Recipient  Photo  Identification 

As  long  as  this  nation  has  welfare  programs, 
client  fraud  will  be  an  emotional  and  divisive 
issue.  Client  fraud  is  used  as  evidence  of  the 


corrupt  nature  of  welfare  and  of  many  of  the 
individuals  seeking  assistance.  The  excessive 
complexity  of  the  eligibility  process  is  often 
overlooked.  The  confusion  caused  by  the  frag- 
mentation of  programs  and  eligibility  tests  is 
often  ignored.  The  failure  of  the  Federal  gov- 
ernment to  issue  timely  guidelines  and  clarifi- 
cations of  regulations  is  not  addressed.  The 
number  of  ineligible  welfare  recipients,  howev- 
er, receives  inordinate  public  exposure.  The 
results  of  special  legislative  audits  do  not  nec- 
essarily reveal  massive  client  fraud  (i.e.,  willful 
abuse  of  the  system).  What  they  do  indicate  is 
that  overworked  eligibility-determination  work- 
ers attempting  to  process  applicants  in  less  than 
an  hour  make  errors  which  not  surprisingly  are 
uncovered  by  well-trained  auditors  spending 
several  days  investigating  individual  client  re- 
cords. 

With  each  revelation  of  ineligible  welfare 
clients,  there  follows  a  political  outcry  to  purge 
the  system  of  all  of  its  welfare  cheats.  The  cost 
for  monitoring,  detecting,  and  removing  ineligi- 
ble clients  is  often  not  calculated.  As  the  more 
egregious  cases  are  purged  from  the  rolls,  it 
becomes  more  and  more  expensive  to  discover 
ineligible  clients.  Under  textbook  conditions, 
quality  control  should  stop  at  the  point  at 
which  additional  monitoring  exceeds  the  sav- 
ings from  successful  discoveries.  Under  public 
conditions,  the  political  pressure  to  find  the  last 
"welfare  cheat"  often  tends  to  obscure  how 
costly  the  process  is.  It  also  obscures  the  fact 
that  there  are  welfare  cheats  who  don't  know 
they  are  welfare  cheats  because  neither  they 
nor  their  caseworkers  are  able  to  understand 
the  eligibility  criteria.  From  a  cost/benefit 
perspective  a  purging  and  simplification  of  the 
process  would  be  more  effective  than  engaging 
in  a  quest  for  the  last  welfare  cheat. 

All  of  these  substantive  issues  are  frequently 
shunted  aside  in  lieu  of  the  more  politically 
appealing  exposes  regarding  welfare  clients  and 
chiselers.  The  concept  of  welfare  is  so  antithet- 
ical to  the  American  sense  of  propriety  that 
even  the  suspicion  of  welfare  abuse  evokes 
sustained  proclamations  of  outrage.  Welfare 
fraud  is  a  political  symbol;  as  such  it  will  not 
be  remedied  by  esoteric  manipulations  in  the 
Medicaid  Management  Information  System 
(MMIS),  intensified  training  periods  for  eligi- 
bility determination  workers  or  targeted  moni- 


56 


toring  of  "high  risk"  groups  in  the  welfare 
population.  These  methods  may  yield  signifi- 
cant reductions  in  client  fraud;  but,  they  are 
not  easily  explained  in  symbolically  satisfying 
terms. 

The  symbolic  and  operational  solution  to  the 
welfare  fraud  issue  is  a  Federal  requirement 
that  recipients  present  photo  identification 
cards.  Photo  IDs  could  be  issued  once  and 
used  in  conjunction  with  the  more  frequently 
issued  Medicaid  card.  Providers  would  be  re- 
quired to  check  both  cards  before  submitting 
an  invoice  or  risk  non-payment  if  the  client  was 
ineligible.  Photo  IDs  would  serve  several  func- 
tions. They  would  limit  the  fraudulent  use  of 
legitimately  issued  Medicaid  cards.  For  exam- 
ple, an  individual  would  find  it  increasingly 
difficult  to  "borrow"  a  friend's  Medicaid  card 
without  also  borrowing  the  photo  ID.  Second, 
they  would  increase  the  cost  of  purchasing 
fraudulent  cards  on  the  black  market;  and  in- 
crease the  difficulty  of  using  those  cards.  (De- 
pending upon  the  nature  of  the  official  cards, 
possible  counterfeits  may  be  hard  to  develop.) 
Third,  they  would  increase  the  vigilance  of 
providers.  They  would  also  assuage  political 
outcries.  The  use  of  photo  IDs  are  easily  un- 
derstood as  a  means  of  controlling  fraud.  In 
addition,  photo  IDs  would  have  several  advan- 
tages for  other  aspects  of  the  welfare  system. 
They  would  limit  forgery  and  the  subsequent 
cashing  of  stolen  or  lost  public  assistance 
checks.  Tliey  would  increase  the  ease  with 
which  welfare  clients  could  cash  their  checks. 
Finally,  they  would  discourage  those  who 
knowingly  and  fraudulently  apply  for  public 
assistance.  15 


Federal  Cost-Sharing  Regulation 

It  is  often  argued  that  the  substantial  in- 
crease in  health  insurance  in  the  last  15  years 
has  resulted  in  consumer  indifference  to 
the  cost  of  services  they  receive.  The  popular 
mechanisms  for  making  the  consumer  respon- 
sive to  medical  costs  have  been  deductibles, 
coinsurance,  and  copayments.  Deductibles  are 
a  given  dollar  amount  which  is  charged  to  the 
patient  before  the  insurance  takes  effect;  e.g., 
the  patient  must  pay  the  first  $50  of  doctor 
bills.   Coinsurance  is  the  assignment  of  fixed 


percentage  of  the  bills  to  the  patient;  e.g.,  the 
patient  is  responsible  for  20  percent  of  the  first 
$1,000  and  10  percent  of  all  bills  thereafter. 
Copayment  is  a  flat  dollar  amount  charged  ev- 
ery time  a  patient  uses  a  service  regardless  of 
how  much  he  has  previously  paid;  e.g.,  $1.50 
per  prescription. 

In  determining  which  of  these  mechanisms 
could  be  appropriate  for  Medicaid,  program 
managers  must  consider  the  following  con- 
straints. First,  the  mechanisms  would  make  the 
client  cost  conscious  without  being  punitive 
(that  is,  it  should  not  deny  needed  care)  or  dis- 
couraging socially  desirable  care.  Second,  it 
should  be  limited  to  medical  decisions  which 
normally  fall  within  the  consumer's  preroga- 
tive. Tliird,  it  should  be  administratively  feasi- 
ble and  inexpensive.  Fourth,  it  must  be  in 
compliance  with  Federal  regulations  or  those 
regulations  must  be  waived  by  the  Federal  gov- 
ernment. Generally,  a  waiver  is  granted  under 
the  guise  of  an  1115  experiment  or  targeted  by 
specific  provisions  within  the  Social  Security 
Act  Amendments. 

If  the  objective  of  cost  sharing  devices  is  to 
promote  cost  consciousness  without  being  puni- 
tive, then  the  charge  must  be  nominal.  It  must 
reflect  the  subsistence  income  granted  under 
most  welfare  systems.  It  is  senseless  to  force 
clients  to  make  tradeoffs  which  have  equally 
poor  effects  on  their  health;  for  example,  more 
medical  care  for  less  food  or  clothing.  If  the 
charge  is  small,  then  deductibles  or  coinsurance 
become  relatively  expensive  to  administer; 
copayments  are  more  logical  and  less  confus- 
ing. 

Small  charges  do  not  eliminate  the  potential 
for  denying  necessary  care,  particularly  if  an 
individual  has  a  chronic  condition  which  re- 
quires continuous  attention.  This  problem  can 
be  resolved  by  excluding  all  services  for  chron- 
ic conditions  from  a  copayment  requirement. 
Similarly,  all  services  deemed  socially  desirable 
and  necessary,  such  as  prenatal  care,  infant 
care,  or  immunizations,  can  be  excluded. 

If  the  government  wishes  to  minimize  the 
effect  that  a  copayment  has  on  the  client's  real 
income,  then  public  assistance  payments  could 
be  increased  by  the  expected  outlay  for  copay- 
ments. For  example,  if  the  average  AFDC 
adult  visited  a  physician's  office  4.6  times  a 
year  and  if  the  payment  was  $2.00  an  office  vis- 
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it,  then  the  average  patient  expenditure  is 
$9.20.  If  every  three  months,  welfare  payments 
for  each  AFDC  adult  was  increased  by  $2.30 
then,  on  average,  clients  would  not  experience 
a  reduction  in  their  payments.  The  point  of  a 
copayment  is  not  to  shift  part  of  the  financial 
burden  onto  the  client.  It  is  to  discourage 
clients  from  abusing  the  system.  For  instance, 
if  a  copayment  was  placed  on  physician  office 
visits,  clients  defined  as  abusing  the  system 
could  consist  of  hypochondriacs,  individuals 
who  use  physicians  to  cure  their  loneliness  or 
boredom,  and  individuals  with  minor  ailments 
who  could  be  served  adequately  through  self- 
treatment. 

The  savings  generated  by  copayments  would 
come  from  the  cost  of  services  not  consumed 
(minus  the  copayment)  and  the  client  sensitivity 
to  possible  provider  abuses  (e.g.,  physician 
scheduling  visits  for  non-chronic  conditions). 
The  costs  incurred  by  copayments  on  the  other 
hand,  must  be  calculated  in  terms  of  necessary 
care  foregone.  Will  copayment  have  a  deleter- 
ious effect  on  the  health  of  the  Medicaid  recipi- 
ent? The  evidence  is  mixed  and  inconclusive. 

The  limited  empirical  research  on  the  effects 
of  copayments  on  the  poor  leads  one  to  con- 
clude that  copayments  may  have  a  limiting 
effect  on  utilization  of  physician  services,  at 
least  in  the  short  run.  Evidence  from  Canada 
suggests  that  the  initial  effects  wear  off,  per- 
haps because  of  changes  in  patient  attitudes  or 
incomes,  inflation,  or  because  of  changes  in 
delivery  practices  of  physicians. '6  On  the  other 
hand,  the  evidence  from  Scitovsky  suggests 
that  the  deterrent  effect  does  not  wear  oflF.'7  In 
the  long  run,  the  ability  of  physicians  to  influ- 
ence patients'  decisions  can  result  in  an  in- 
crease in  the  supply  of  certain  kinds  of  services 
in  response  to  reduced  patient-initiated  de- 
mand. Nonetheless,  the  short  run  effects  can 
be  important  for  a  State  faced  with  severe 
budget  problems.  Copayments  on  physician 
services  may  have  adverse  effects  on  patient 
health,  leading  to  increased  use  of  other  serv- 
ices. However,  the  presence  of  this  type  of 
impact  has  not  been  substantiated.  Copayments 
for  prescription  drugs,  as  for  physician  visits, 
would  probably  have  some  deterrent  effect  and 
would  spread  the  burden  of  program  reductions 
across  a   large  share   of   Medicaid   patients.    It 


may  have  several  undesirable  effects  including 
deterrence  of  necessary  drug  utilization,  reduc- 
tion in  pharmacy  participation,  and  increases  in 
the  size  of  prescriptions.  The  ideal  result  would 
be  less  unnecessary  use  of  drugs,  improved 
patient  health,  and  reduced  Medicaid  costs. 
The  actual  result,  however,  may  be  quite  dif- 
ferent. 

The  most  sensible  approach  to  copayment 
would  be  to  apply  it  to  medical  decisions  nor- 
mally made  by  consumers;  that  is,  decisions  to 
seek  care  from  a  physician  or  physician  substi- 
tute (podiatrist,  chiropractor,  outpatient  depart- 
ment, or  clinic).  Placing  copayment  require- 
ments on  pharmaceuticals  discourages  patients 
from  complying  with  the  physician's  recom- 
mended course  of  therapy.  This  form  of  deter- 
rence is  not  the  function  of  copayment.  Because 
the  physician's  service  is  also  a  component  of 
his  recommended  therapy,  it  can  be  argued  that 
copayment  does  in  fact  discourage  compliance 
with  physician  management  of  the  patient's 
case.  A  response  to  that  assertion  is  that  co- 
payment  does  more  than  that.  It  forces  the  pa- 
tient to  evaluate  his  needs  more  carefully  and 
the  physician's  responsiveness  to  those  needs. 
The  choice  of  whether  or  not  to  continue 
seeing  a  physician  is  not  merely  one  of  choos- 
ing to  receive  one  part  of  therapy  but  all  thera- 
py under  the  direction  of  that  doctor.  This  is  a 
proper  decision  for  any  consumer  to  make. 

Current  Federal  regulations  prohibit  the  use 
of  copayment  for  any  of  the  mandatory  serv- 
ices extended  to  the  categorically  needy.  Thus, 
while  physician  services  and  outpatient  hospi- 
talization are  "protected"  from  copayment, 
pharmaceuticals  and  medical  supplies  are  not. 
The  arguments  for  this  distinction  are  not  con- 
vincing. We  would  recommend  that  the  Federal 
government  should  restructure  current  copay- 
ment regulations  in  the  following  fashion:  First, 
copayments  should  be  set  at  nominal  amounts. 
Second,  public  assistance  grants  should  be  in- 
creased by  the  average  expected  client  expendi- 
tures on  copayments.  Third,  copayments 
should  be  restricted  to  ambulatory  care  serv- 
ices of  physicians  and  physician  substitutes. 
Fourth,  chronic  care,  certain  preventive  serv- 
ices, and  specific  acute  care  (e.g.,  all  infant 
care)  should  be  excluded  from  the  copayment 
requirements. 
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Deletion  of  Freedom  of  Choice 

Federal  regulations  require  that  States  must 
provide  that  "any  individual  eligible  for  medi- 
cal assistance  may  obtain  the  services  available 
under  the  State  [Medicaid  program]  from 
any  institution,  agency,  pharmacy  or 
practitioner.  .  .  which  is  qualified  to  perform 
such  services.  "'8  From  an  administrative 
standpoint,  this  means  that  any  licensed  provi- 
der may  participate  in  the  Medicaid  program 
and  any  recipient  can  choose  any  participating 
provider.  Freedom  of  choice  is  envisioned  as  a 
prerequisite  to  mainstream  medicine.  Advo- 
cates believe  that  if  poor  individuals  are  in- 
sured for  a  wide  range  of  medical  services  and 
given  the  freedom  to  choose  any  provider  then 
they  would  seek  out  and  receive  care  compara- 
ble to  middle  and  upper  middle  income  classes. 

The  freedom  of  choice  provision  is  a  princi- 
ple blinded  to  the  realities  of  the  medical  care 
system  in  general  and  the  way  in  which  the 
poor  relate  to  that  system.  It  presupposes  a 
level  of  consumer  choice  that  is  non-existent. 
Doctors  act  as  healers  and  coordinators  of  a 
patient's  medical  inputs.  Patients  rarely  select 
hospitals,  laboratories,  or  medical  supplies  in- 
dependent of  their  physicians. 

Second,  the  client's  freedom  of  choice  is 
constrained  by  the  freedom  of  providers  to 
choose  whether  or  not  they  will  participate  in 
Medicaid.  The  decision  to  participate  is  based, 
among  other  things,  upon  the  provider's  will- 
ingness to  treat  the  poor  and  his  acceptance  of 
Medicaid  reimbursement  rates,  utilization  con- 
trols, and  administrative  practices  (e.g., 
promptness  of  payment).  All  of  these  factors 
are  beyond  the  control  of  the  client  and  all  of 
them  affect  the  client's  freedom  of  choice. 

Finally,  Medicaid  clients  tend  to  be  clustered 
within  poverty  pockets  in  major  metropolitan 
areas.  Providers  do  not  tend  to  locate  in  those 
areas.  Client  choice  is  therefore  constrained 
further  by  limited  access  to  participating  provid- 
ers. While  Medicaid  has  improved  the  recipi- 
ent's access  to  medical  care,  a  study  by  Karen 
Davis  indicates  that  "the  poor  still  do  not  partic- 
ipate in  mainstream  medicine  of  comparable 
quality,  convenience  and  style  received  by 
more  fortunate  persons  .  .  .  Instead  the  poor  are 
much  more  likely  to  receive  care  from  general 
practitioners  rather  than  specialists,  in  a  hospi- 


tal out-patient  department  rather  than  in  a  phy- 
sician's office,  and  after  traveling  long  dis- 
tances and  waiting  substantially  longer  for 
care.  "'9 

While  it  is  not  clear  how  the  freedom  of 
choice  provision  has  contributed  to  introducing 
mainstream  medicine  to  Medicaid  recipients,  it 
has  helped  providers.  In  the  past,  freedom  of 
choice  has  prevented  States  from  limiting  serv- 
ices to  large  efficient  providers  of  ancillary 
services.  New  York  City  provides  a  classic 
example  of  the  misapplication  of  freedom  of 
choice  provision.  As  a  means  to  contain  their 
rapidly  rising  laboratory  costs,  the  city  attempt- 
ed to  institute  a  system  of  competitive  bidding 
by  laboratories  to  service  Medicaid  recipients 
within  specified  geographic  areas.  Seven  labo- 
ratories successfully  had  the  city  enjoined  from 
implementing  that  system  on  the  grounds  that  it 
violated  the  freedom  of  choice  provision. 20 

Freedom  of  choice  has  also  forced  States  to 
engage  in  circuitous  devices  to  purge  Medicaid 
mills  and  questionable  practitioners  from  the 
roster  of  participating  providers.  It  has  weak- 
ened the  States'  ability  to  deal  with  a  number 
of  "Medicaid  specialists"  suspected  of  costly 
and  abusive  behavior. 

Costs  could  be  limited  in  a  number  of  ways 
if  the  freedom  of  choice  provision  were  delet- 
ed; and  none  of  them  would  necessarily  have  a 
deleterious  effect  on  the  patients.  First,  the 
threat  of  being  summarily  removed  from  the 
program  might  discourage  providers  from  en- 
gaging in  questionable  accounting,  billing,  or 
medical  practices.  Second,  States  could  con- 
tract with  large-scale,  low  cost  laboratories, 
pharmaceutical  firms,  or  optometric  clinics  to 
provide  a  given  set  of  services  with  a  given 
service  area.  Third,  States  could  experiment 
with  limiting  access  to  a  range  of  selected  prov- 
iders with  concerted  and  ongoing  monitoring  of 
performance.  Such  experiments  would  approxi- 
mate a  State  organized  HMO. 

Certification  of  All  Nursing  Homes 
in  Medicaid  or  Medicare 

Medicare  beneficiaries  are  covered  for  100 
days  of  care  in  a  skilled  nursing  facility  (SNF). 
Medicare  reimbursement  rates  are  often  higher 
than  a  State's  Medicaid  rate.  Furthermore,  the 
Medicare  certification  requirements  for  SNFs 
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are  identical  to  the  Medicaid  certification.  Yet 
SNFs  often  choose  to  participate  as  Medicaid- 
only  nursing  homes  and  shy  away  from  Medi- 
care participation  because  of  a  series  of  cost 
containment  measures  adopted  by  the  Social 
Security  Administration  in  1969  and  1970. 

At  that  time.  Medicare  altered  its  relatively 
liberal  open  ended  "reasonable  cost"  reim- 
bursement scheme  for  SNFs  in  three  ways. 
First,  it  removed  a  1.5  percent  cost  plus  fee 
(for  alleged  unidentifiable  costs)  and  eliminated 
franchise  fees  (charged  by  chain  SNF  corpora- 
tions) as  an  allowable  cost.  Second,  it  limited 
the  return  on  capital  investment  to  a  return  on 
the  lowest  of  historical  costs,  fair  market  val- 
ue, or  current  replacement  minus  straight  line 
depreciation.  Third,  it  adopted  a  "prudent  buy- 
er" concept  which  reimbursed  at  levels  no 
higher  than  a  prudent  buyer  would  pay  for  sim- 
ilar services  in  a  given  geographic  region. 

These  new  policy  rulings  were  tied  to  a  re- 
evaluation  of  the  need  for  extended  care  services 
authorized  under  Medicare.  The  review  process 
was  intensified  by  a  new  admitting  procedure: 
When  a  patient  was  admitted  and  received 
services,  the  necessity  of  care  was  adjudged 
and  if  the  case  was  rejected,  the  patient  was 
responsible  for  all  charges  and  the  extended 
care  facility  was  forced  to  collect  directly  from 
the  patient.  To  the  home  this  added  the  possi- 
bility of  nonpayment  of  charges  to  the  former 
risk-free  Medicare  patients. 2i  The  net  result 
was  that  the  number  of  Medicare  patients  in 
those  facilities  decreased  sharply.  Between 
1968  and  1969,  admissions  increased  by  80,000, 
but  fell  by  over  50,000  in  1970  as  a  result  of  the 
new  restriction. 22 

Since  the  number  of  nursing  home  beds  un- 
der construction  was  rapidly  increasing  at  the 
same  time,  the  combined  effect  of  the  new  reg- 
ulations was  immediate  and  noticeable.  A  typi- 
cal home  in  Cleveland,  Ohio  (Pavilon  Nursing 
Home),  had  been  operating  a  $1,250,000  center 
with  140  of  150  beds  full  in  1969.  A  year  later 
its  occupancy  had  fallen  to  104  beds  filled,  and 
its  Medicare  patient  load  decreased  from  74  in 
October  of  1969  to  34  in  February  of  1970.23  A 
similar  impact  was  noted  by  the  Extendicare 
Corporation  of  America  which  stated  that  its 
Medicare  patient  load  had  decreased  by  50  per- 
cent to  only  17  percent  of  the  total  patient 
load. 24  By  October  1971,  2,000  nursing  homes 


had  dropped  out  of  the  program  completely  and 
many  others  were  refusing  to  accept  new  Medi- 
care patients.  2? 

This  situation  was  stabilized  and  reversed 
with  the  passage  of  HR  1  (Public  Law  92-603) 
in  1972.  HR  1  provided  that  individuals  with 
certain  diagnosis  upon  discharge  from  the  hos- 
pital were  to  be  "presumed"  eligible  for  care  in 
a  Medicare  nursing  home  for  a  specific  period. 
The  establishment  of  "presumptive  periods  of 
coverage"  put  an  end  to  retroactive  denials, 
one  of  the  primary  causes  of  the  nursing  home 
industry's  flight  from  the  Medicare  program. 

The  passing  of  HR  1  was  the  first  step  in  a 
concerted  effort  to  unify  policy  and  procedures 
under  Medicare  and  Medicaid.  Effective  July 
1973,  the  bill  established  a  single  definition  and 
set  up  standards  for  extended  care  facilities 
under  Medicare  and  skilled  nursing  homes  un- 
der Medicaid.  The  single  category  "skilled 
nursing  facility"  would  be  eligible  to  participate 
in  both  programs.  Medicare  and  Medicaid  utili- 
zation review  standards  were  essentially 
merged  through  a  provision  requiring  Medicaid 
SNFs  (with  certain  exceptions)  to  use  Medicare 
utilization  review  procedures. 26 

Despite  these  efforts,  a  number  of  SNFs  still 
refuse  to  participate  in  Medicare.  Thus,  States 
are  often  forced  to  pay  for  services  which 
should  be  covered  by  Medicare.  Because  of  the 
restrictive  control  of  Medicare  reimbursement 
and  regulatory  policies,  Medicaid  has  become, 
in  part,  a  national  program  for  long  term  care 
which  meets  the  needs  of  many  not  usually 
considered  poor.  Financing  long  term  care  for 
the  non-poor  imposes  burdens  on  the  States 
which  were  never  envisioned  as  their  responsi- 
bility. Complete  use  of  all  Medicare  funds 
available  for  SNF  care  would  ease  the  burden 
on  the  States.  We  suggest  then  that  all  homes 
participating  in  either  Medicare  or  Medicaid  be 
required  to  participate  in  both  programs.  The 
result  would  be  a  substantial  shift  of  the  finan- 
cial responsibility  for  long  term  care  from 
many  States  to  the  Federal  government. 
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Profile  of  Health  Care  Coverage: 
The  Haves  and  Have  Nots 

The  Congressional  Budget  Office  conducted 
this  study  at  the  request  of  the  Senate  Budget 
Committee  for  baseline  data  regarding  health 
care  coverage  in  the  United  States,  including 
size  of  uncovered  populations  and  adequacy  of 
coverage.  The  study  identified  some  important 
implications  for  further  study  and  development 
of  national  health  insurance. 

CBO  researchers  used  data  mainly  from  the 
Survey  of  Income  and  Education  (SIE)  con- 
ducted in  1976  by  the  U.S.  Bureau  of  the  Cen- 
sus. Other  survey  data  was  also  used.  Re- 
searchers point  out  that  their  sources  varied 
and  therefore,  they  averaged  and  qualified 
many  of  their  estimates.  Part  of  the  reason  for 
the  differences  was  that  prior  surveys  used  either 
eligibles  or  claims  in  their  study.  Since  some 
persons  eligible  for  benefits  under  insurance 
and  public  programs  do  not  consistently  use  the 
benefits,  or  else  use  the  benefits  more  frequent- 
ly than  the  average,  claims  data  cannot  be  used 
to  reliably  estimate  the  covered  population. 
Also  affecting  the  estimates  of  covered  popula- 
tions is  that  many  persons  are  covered  by  more 
than  one  type  of  insurance.  For  example,  38% 
of  all  Medicare  beneficiaries  are  covered  by 
other  public  programs  and  60%  have  private 
insurance.  Researchers  estimate  that  the  cov- 
ered population  has  increased  since  the  1976 
SIE  study  because  the  employment  rate  has 
increased,  and  most  people  who  have  health 
insurance  obtain  it  through  their  employers. 


The  principal  form  of  health  care  coverage  in 
this  country  is  private  health  insurance,  primar- 
ily group  insurance,  and  to  a  limited  extent,  in- 
dividually purchased  insurance.  In  1978,  more 
than  90%  of  the  American  population  had 
health  care  coverage  through  insurance  or  pub- 
lic programs;  about  5  to  8%  did  not  have  such 
protection,  and  an  even  larger  figure  had  inade- 
quate coverage. 

The  Uncovered:  The  study  demonstrated  that 
people  with  incomes  below  $10,000  are  twice  as 
likely  to  lack  health  care  coverage  as  people 
with  incomes  between  $10,000  and  $15,000; 
they  are  three  times  as  likely  as  those  with 
incomes  above  $15,000,  and  they  constitute 
55%  of  the  uninsured  population.  Those  in  the 
19-24  age  group  are  the  highest  proportion  of 
this  uninsured  group,  while  those  in  the  65  and 
older  age  group  are  the  lowest,  only  1%. 

Researchers  found  that  employment  was  a 
major  factor  affecting  health  care  coverage 
since  group  insurance  is  usually  provided  at  a 
significantly  reduced  rate  than  what  an  individ- 
ual subscriber  would  pay.  Only  6.5%  of  full 
time  wage  earners  do  not  have  health  insur- 
ance; 12%  of  part-time  wage  earners  and  15% 
of  self  employed  persons  are  uncovered.  Em- 
ployed persons  without  coverage  are  generally 
in  the  agricultural,  forestry,  personal  services, 
construction,  and  retail  trade  industries.  The 
CBO  surveyors  caution  that  even  the  employed 
can  be  uncovered  during  waiting  periods  and 
layoffs.  The  unemployed  represent  the  highest 
proportion  without  coverage,  regardless  of  in- 
come; 27%  of  the  unemployed  are  uncovered. 
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compared  to  S%  of  the  employed.  The  27%  es- 
timate may  be  low  due  to  several  factors:  some 
unemployed  are  covered  by  other  family  mem- 
bers, some  unemployed  are  out  of  work  for 
short  periods  of  time  only  and  have  extended 
insurance  coverage  during  the  periods  out  of 
work. 

CBO  researchers  point  out  that  family  status 
also  affects  health  insurance  coverage.  Persons, 
whether  employed  or  unemployed,  can  be  cov- 
ered by  other  family  members.  Over  half  of  the 
uncovered  are  not  in  the  labor  force;  however, 
90%  of  these  are  dependents  in  families.  Full, 
part-time  and  self  employed  persons  constitute 
one-third  of  the  uncovered.  Over  half  of  these 
full  time  and  self-employed  persons  are  single 
persons  or  heads  of  families  and  their  families, 
as  well,  are  without  insurance.  Most  part-time 
uninsured  persons  are  covered  under  plans  of 
other  family  members. 

The  Covered:  Researchers  conclude  that 
health  care  coverage  increases  with  income; 
83%  of  the  population  with  incomes  below 
$10,000  have  coverage;  93%  of  the  population 
with  incomes  above  $10,000  have  coverage. 
The  type  of  coverage  varies  by  group,  with 
lower  income  people  having  mostly  public  pro- 
gram coverage  and  higher  income  group  having 
private  health  insurance.  Coverage  also  increas- 
es with  age;  the  elderly  have  the  greatest  cov- 
erage in  each  income  group.  Public  coverage  is 
predominant  in  the  over  65  group. 

Employment  is  a  major  factor  affecting  cov- 
erage; 92%  of  all  employed  persons  have  some 
type  of  coverage.  Full  time  employed  persons 
represent  the  greatest  proportion  of  the  cov- 
ered. Tlie  availability  of  insurance  is  also  some- 
what dependent  on  the  industry  in  which  em- 
ployed. In  some  occupations,  as  previously 
mentioned,  group  insurance  is  frequently  not 
available. 

Adequacy  of  Coverage:  CBO  studied  the 
scope  and  adequacy  of  health  care  coverage, 
particularly  important  to  national  health  insur- 
ance proposals.  TTiey  point  out  that  while  most 
persons  agree  that  minimum  standards  should 
be  set,  they  disagree  on  what  those  standards 
should  be.  These  viewpoints  ranged  from  the 
position  that  coverage  could  extend  only  to 
major  or  catastrophic  illnesses  requiring 
lengthy  hospitalization  or  may  extend  to  other 
less  expensive  medical  care  which  is  beyond 


the  economic  means  of  persons.  Researchers 
conclude  that  four  factors  must  be  considered 
in  the  discussion  of  adequate  health  care  cover- 
age: 1)  the  financial  resources  of  the  family,  2) 
the  health  status  of  the  family  and  the  chance 
of  incurring  high  medical  expenses,  3)  family 
preference  or  risk  and  their  value  on  health 
care  compared  to  other  goods  and  services,  and 
4)  each  type  of  coverage  and  the  scope  of  ben- 
efits available  to  the  family. 

Group  insurance  provides  the  majority  of  the 
covered  population  with  a  fairly  standard  list  of 
benefits:  hospital  inpatient  and  outpatient  care, 
post-hospital  home  health  care,  surgery,  x-ray, 
medical  equipment,  prescription  drugs,  and 
psychiatric  care.  Few  plans  cover  skilled  nurs- 
ing care,  children's  dental  care  or  eyeglasses 
and  preventive  care.  Of  the  uncovered  serv- 
ices, only  skilled  nursing  care  could  constitute 
a  high  cost  service. 

Twenty-two  percent  of  persons  with  private 
insurance  have  individually  purchased  rather 
than  group  policies.  Since  these  policies  are 
generally  much  more  expensive  than  group  in- 
surance, the  premiums  are  much  higher.  The 
CBO  researchers  speculate  that  these  subscrib- 
ers, ineligible  for  group  insurance,  tend  to  pur- 
chase the  least  expensive  package  or  policy  and 
consequently  do  not  have  a  full  range  of  bene- 
fits. 

Conclusions:  The  researchers  conclude  that 
their  findings  have  serious  implications  for  the 
study  and  development  of  national  health  insur- 
ance. First,  they  found  that  the  population 
without  health  insurance  is  a  varied  socioeco- 
nomic group.  For  this  reason,  choosing  a  single 
factor,  e.g.,  unemployment,  against  which  to 
target  national  health  insurance,  would  fail  to 
meet  the  needs  of  another  portion  of  the  popu- 
lation. This  type  of  targeting  might  also  provide 
insurance  to  the  already  insured,  further  in- 
creasing health  insurance  costs. 

Second,  only  30%  of  the  uncovered  are  em- 
ployed by  others.  Consequently,  a  national 
health  insurance  proposal  relying  solely  on 
employment  for  coverage  would  not  solve  the 
problem.  The  authors  suggest  that  requiring 
empi'oyers  to  cover  employees'  dependents  as 
well  as  employees  would  reduce  those  left  un- 
covered by  20%.  Third,  setting  minimum  bene- 
fit packages  that  use  deductibles  and  coinsur- 
ance would  have  a  positive  impact  on  health 
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care  coverage  since  more  people  would  be  cov- 
ered against  the  most  frequently  needed  medi- 
cal care  and  would  contribute  toward  the  ex- 
pense of  that  care. 

Last,  public  programs,  Medicaid  for  exam- 
ple, should  be  expanded  to  cover  persons  who 
do  not  now  qualify  for  assistance,  but  who 
cannot  afford  health  care  coverage.  They  pro- 
pose a  standardization  of  eligibility  criteria 
among  States. 

Study  of  Effect  of  Environment 
on  the  Mentally  Retarded 

The  impact  of  the  living  environment  on  the 
mentally  retarded  is  examined  in  this  study. 
Opportunity  for  Control  and  the  Built  Environ- 
ment, which  was  funded  by  HEW's  Develop- 
mental Disabilities  Office,  and  conducted  by 
the  Environment  and  Behavior  Research  Cen- 
ter, the  Environmental  Institute,  University  of 
Massachusetts. 

Treatment  of  the  retarded  is  far  more  dynam- 
ic now  than  in  the  past,  when  retarded  persons 
were  consigned  routinely  to  the  limbo  of  large 
institutions.  Medicaid  standards  for  interme- 
diate care  facilities  for  the  mentally  retarded 
(ICF/MR),  issued  in  1974  with  a  three  year 
phase-in  period,  reflected  this  progress  in  nu- 
merous ways,  including  active  treatment  for  the 
mentally  retarded,  and  a  prohibition  against 
placing  more  than  four  patients  to  a  room. 
Reaction  to  these  requirements  was  mixed,  par- 
ticularly insofar  as  they  impacted  on  State  in- 
stitutions, many  of  which  were  constructed  as 
worthwhile  "social"  efforts  in  the  early  part  of 
this  century.  Limited  State  funds  hinder  reno- 
vation or  remodelling  of  such  facilities;  conse- 
quently, a  number  of  States  voiced  concern 
about  the  impact  of  the  ICF/MR  regulations. 

This  report  examined  what  was  happening  in 
a  State  school  of  that  vintage,  while  the  open 
ward  concept  was  being  eliminated,  and  an  ac- 
tive community  placement  program  was  under- 
way. The  authors  are  careful  to  point  out  that 
their  study  is  in  no  way  intended  to  support  the 
idea  of  institutions  in  themselves  as  viable  liv- 
ing facilities;  they  believe  the  case  for  moving 
most  or  all  institutionalized  persons  into  the 
community  has  previously  been  made.  They 
indicate  that  their  study  examined  only  one  se- 


lected element  of  normalization;  the  transition 
from  a  very  abnormal  living  arrangement  into  a 
more  homelike  one. 

One  central  issue  emerged  from  this  study, 
indicate  the  authors.  Traditional  institutions  are 
not  adequate  living  facilities  for  most,  if  not 
all,  residents.  They  point  out  that  by  their  very 
nature  institutions  cannot  provide  the  experi- 
ence necessary  for  personal  growth  and  inde- 
pendent functioning;  that  eating,  sleeping,  and 
other  activities  must  be  closely  organized  for 
efficiency;  and  that  such  regimentation  does  not 
foster  development. 

The  effects  of  interior  design  change  in  a  large 
State  institution  were  studied  for  four  years, 
with  focus  on  some  140  randomly  chosen,  se- 
verely and  profoundly  retarded  residents,  and 
70  direct  care  staff  as  they  moved  from  tradi- 
tional ward  type  institutions  to  three  different 
renovated  environments.  The  new  design  in- 
cluded: modular  units,  where  a  large  hall  or 
ward  was  partitioned  off  with  low  walls  provid- 
ing limited  visual  and  no  auditory  privacy;  a 
corridor  floor  plan  where  central  lounges  were 
flanked  by  two  bedroom  corridors,  and  suites 
with  eight  foot  partitions  forming  three  bed- 
rooms for  two  to  four  persons,  surrounding  a 
small  central  lounge. 

In  addition  to  viewing  these  arrangements 
from  the  perspective  of  enhancing  normaliza- 
tion, these  environments  could  also  be  assayed 
for  opportunity  for  personal  control.  Most  peo- 
ple have  opportunities  to  seek  a  variety  of 
spaces  to  meet  their  needs:  one  example  given 
is  the  dynamics  of  a  cocktail  party,  where  to 
escape  the  noise  and  crowd,  different  groups  or 
individuals  may  retire  to  another  area  of  the 
house  —  the  porch,  the  kitchen  or  den.  In  daily 
life,  if  individuals  want  to  be  out  of  hearing  or 
sight  of  a  noisy  activity  in  one  room,  they  go  to 
another  part  of  the  home.  The  point  —  m6st 
individuals  have  opportunity  to  control  their 
living  arrangements  to  meet  their  needs  at  the 
time.  Normal  living  environments  are  charac- 
terized by  a  range  of  opportunities  for  stimula- 
tion, privacy,  and  so  on,  and  individuals  satisfy 
fluctuating  personal  needs  by  exercising  the 
freedom  to  choose  among  settings  or  by 
manipulating  the  setting  they  are  in. 

"In  our  society,  the  image  of  retardation  has 
included   notions   of   hopelessness,   danger   to 
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society,  lack  of  capacity  for  change,  need  for 
permanent  custodial  care  and  protection  for 
self  and  others,  unresponsiveness  to  experience 
and  not-quite-human  status.  The  living  situa- 
tions created  for  the  retarded  have  reflected 
these  notions. 

And  so  we  have  created  huge  open  ward  set- 
tings where  space  is  depersonalized  and  undif- 
ferentiated —  because  it  makes  no  difference 
anyway.  And  we  have  staffed  these  settings 
minimally,  with  minimally  trained  and  minimal- 
ly paid  custodians  who  —  like  janitorial  cus- 
todians —  are  employed  for  maintenance  and 
keeping  order  .  .  .  People  forced  to  live  in  an 
impersonal  environment  become  depersonal- 
ized; the  environment  that  herds  people  like 
cattle  creates  people  that  are  as  apathetic  as  cat- 
tle; an  architectural  design  that  allows  no  priva- 
cy creates  a  disrespect  for  privacy;  an  environ- 
ment that  fails  to  provide  opportunities  for  con- 
trol creates  an  incapacity  for  control,"  the 
researchers  state  eloquently,  then  go  on  to 
point  out  that  this  is  true  not  only  for  the  resi- 
dents, but  also  for  those  responsible  for  their 
care.  A  building  designed  with  the  primary  aim 
of  facilitating  regulation  and  custodial  mainte- 
nance of  its  inhabitants  induces  these  as  pri- 
mary goals  in  caretaking  staff. 

Recommendations  are  aimed  at  three  audi- 
ences; administrators,  policy  planners  and  de- 
signers. Among  the  recommendations  for  ad- 
ministrators are:  residential  living  groups 
should  be  limited  to  a  small  number  of  people; 
and  residents  should  be  able  to  choose  to  live 
in  single  or  double  bedrooms.  (The  study  indi- 
cates that  as  the  number  of  people  in  a  bed- 
room grows  from  three  to  five  to  six,  these 
rooms  quickly  degenerate  into  wards;  however, 
individual  preferences  of  the  residents  must  be 
considered.)  The  researchers  recommend  also 
that  clear  differentiation  between  public  and 
private  spaces  should  be  provided;  administra- 
tors should  utilize  professional  designers  when 
redoing  interiors  of  buildings  or  choosing  fur- 
nishings, etc.  A  staff  ratio  of  perhaps  one  to 
three  on  duty  and  available  is  also  recommended. 

Some  of  the  special  issues  identified  for  poli- 
cy planners  are:  planning  and  regulation  should 
strive  to  insure  both  minimum  compliance  and 
maximum  local  flexibility;  residential  facilities 
should  include  options  for  individuals  to  live  in 
single,  double  or  even   triple   bedrooms;   resi- 


dents should  have  free  access  to  both  public 
and  private  areas;  life  and  safety  codes  should 
be  re-evaluated  in  light  of  the  relationship  be- 
tween resident  personal  control  and  social  de- 
velopment; and  local  and  regional  administra- 
tors should  be  required  to  document  the  con- 
crete activities  carried  out  to  facilitate  the  so- 
cial development  of  residentially  treated  men- 
tally retarded  citizens. 

Of  special  issue  to  designers,  the  authors 
point  out,  are  such  factors  as  floor  plans  clearly 
defining  hierarchies  within  the  buildings;  multi- 
ple occupancy  bedrooms  containing  flexible 
furnishings  that  may  be  arranged  for  territorial 
definition;  and  light  switches,  knobs  and  win- 
dows being  designed  for  easy  marhipulation  as  in 
other  homes. 

Opportunity  for  Control  is  300  pages  packed 
with  useful  and  sometimes  provocative  infor- 
mation, including  a  first  hand  account  of  a 
graduate  student's  experience  on  the  facility's 
direct  care  staff.  Details  of  the  effects  of  the 
environment  on  the  retarded  individuals  in  the 
State  school  provide  thought  for  all  concerned 
with  the  care  and  treatment  of  that  population. 
The  researchers  emphasize  that  normalized 
physical  environmental  can  have  important 
therapeutic  impact  on  persons  classified  as  se- 
verely and  profoundly  retarded.  Average  intel- 
ligence quotient  of  the  residents  in  this  study 
was  20.3;  nevertheless,  the  researchers  ob- 
served strong  positive  improvements  for  both 
social  and  solitary  behaviors. 

The  study's  executive  summary  may  be  ob- 
tained by  contacting  the  Institute.  Due  to  limit- 
ed number,  the  summary  is  available  only  to 
State  staff. 

Hospice  Care  —  A  Growing  Concept 
in  the  United  States 

At  the  request  of  Senators  Abraham  A.  Ribi- 
coff,  Edward  M.  Kennedy,  and  Robert  J.  Dole, 
the  General  Accounting  Oflfice  (GAO)  conduct- 
ed a  survey  of  hospice  care  in  the  United 
States;  their  findings  were  reported  to  Congress 
March  1,  1979.  GAO  was  specifically  instructed 
to  determine  the  number  of  hospices  and  their 
locations,  determine  the  number  of  hospices 
in  development  that  expect  to  be  operating 
within  a  year,  describe  the  characteristics  of 
the  patients  served  by  hospices,  review  State 
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licensure  policies  and  health  planning  require- 
ments for  hospices,  and  identify  hospices'  op- 
erating costs  and  sources  of  funds,  particularly 
from  the  Medicaid  and  Medicare  programs. 

GAO  conducted  the  survey  between  July  and 
September,  1978,  by  telephone  interviews  with 
hospice  managers,  and  in  August,  they  visited 
16  operating  hospices.  Their  findings  were: 

The  Hospice  Concept:  A  hospice,  generally 
defined,  is  a  system  of  providing  interdiscipli- 
nary care  to  terminally  ill  patients  (generally 
cancer  patients  with  life  expectancy  less  than 
six  months)  who  need  palliative  care  and  sup- 
port service,  rather  than  curative  and  restora- 
tive services.'  Needs  of  the  patients'  families 
are  also  considered.  While  there  is  no  standard- 
ized list  of  services  which  hospices  must  or  do 
provide,  the  concept  usually  includes  inpatient 
care  in  a  hospital  or  skilled  nursing  facility 
(SNF),  physician's  services,  home  health  care, 
physical,  speech,  and  occupational  therapy, 
pain  relief  treatment,  emotional  support  serv- 
ices, and  spiritual  support. 

Proponents  of  hospice  care  agree  that  four 
characteristics  distinguish  it  from  traditonal 
health  care.  First,  the  unit  of  care  includes  the 
patient's  family  as  well  as  the  patient.  The 
hospice's  goal  is  to  give  the  family  adequate 
support  to  cope  with  stress  during  the  patient's 
illness  and  after  the  patient's  death.  Second, 
the  plan  of  care  must  address  the  patient's  and 
family's  emotional,  financial,  and  spiritual 
needs  and,  therefore,  must  be  developed  by  an 
interdisciplinary  team  of  physicians,  nurses, 
social  workers,  psychologists,  clergy,  and  oth- 
ers, as  needed.  Hospice  staff  coordinate  the 
plan  of  care. 

The  third  is  that  the  hospice's  goal  is  reliev- 
ing pain,  rather  than  preventing  or  curing  the 
patient's  condition  through  surgery  or  radiolo- 
gy. Hospice  advocates  believe  relieving  pain 
extremely  important  in  helping  the  patient  to 
face  imminent  death. 

The  fourth  characteristic  is  the  follow-up 
with  the  family  to  assist  them  in  coping  with 
the  patient's  death.  Surveyed  hospices  were 
providing  this  service  in  degrees  varying  from  a 


'The  National  Cancer  Institute  reported  387,430  cancer 
deaths  in  1977,  60%  aged  65  or  older.  This  indicates  the  poten- 
tial population  in  need  of  hospice  care. 


single  telephone  call  to  personal  visits  extending 
over  a  year  period. 

Hospice  Operations:  GAO  identified  59  orga- 
nizations providing  at  least  some  services  char- 
acteristic of  a  hospice,  and  73  others  that  were 
gearing  up  for  operation.  They  found  hospices 
operating  and  developing  all  across  the  coun- 
try, with  the  greatest  number  operating  on  the 
East  and  West  coasts.  Hospices  were  set  up  as 
part  of  an  inpatient  facility,  SNF,  health 
maintenance  organization,  or  freestanding  inpa- 
tient or  outpatient  facility.  The  majority  were 
operating  as  part  of  an  inpatient  facility. 

Services  Provided:  GAO  found  that  hospices 
were  providing  a  wide  range  of  services,  but 
that  there  was  some  similarity  in  what  was 
provided.  The  table  shows  the  services  provid- 
ed by  the  59  operating  hospices. 

Services  were  provided  by  salaried  staff, 
contract  staff,  and  volunteers.  Paid  staff  pro- 
vided most  of  the  medical  and  health  related 
care,  and  volunteer  staff  provided  most  of  the 
personal  care  and  emotional  support  services. 

Hospice  Funding:  Developing  and  operating 
costs  for  hospice  care  are  directly  related  to 
the  range  of  services  provided.  GAO  could  not 
obtain  actual  numbers  and  costs  of  individual 
services  being  provided  and  so  could  not  com- 
pare these  to  other  traditional  service  costs. 
They  did  obtain  gross  expenditures  from  some 
hospices  and  report  that  the  initial  funding 
came  from  private  donations,  membership  fees, 
hospital  revenues  exceeding  expenses,  and  Fed- 
eral, State  and  local  grants.  Not  only  did  the 
range  of  services  affect  the  cost  of  hospice 
care,  but  also  the  use  of  paid  and  volunteer 
staff. 

Potential  Resources  in  Federal  Programs: 
Hospices  provide  a  variety  of  services,  many 
of  which  are  covered  under  several  Federal 
programs,  including  Medicaid,  Medicare,  Social 
Services  and  the  Older  Americans  Act. 

Inpatient  hospital  and  SNF  services,  when 
provided  by  a  hospice  certified  as  a  hospital  or 
SNF,  may  be  covered  under  both  Medicaid  and 
Medicare.  ICF  services  are  provided  only  un- 
der Medicaid.  Service  coverage  is  restricted  by 
regulations  regarding  medical  need  and  level  of 
care.  L^egitimate  questions  could  arise  as  to 
whether  hospice  patients  actually  require  care 
in  a  hospital  or  SNF  since  their  primary  need. 
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Percent  of  hospices  that 


Do  not 

Coordinate 

provide. 

or  make 

refer,  or 

Provide 

referrals 

coordinate 

Services 

Service 

(note  a) 

service 

Medical  services: 

Home  Health, 

skilled  nursing 

care,  and  aid 

68 

20 

12 

Home  visits  by 

physicians 

41 

30 

29 

Psychiatric 

consultation 

46 

24 

30 

Pain  control: 

medication 

63 

22 

15 

surgery  (note  b) 

7 

59 

34 

radiation  (note  b) 

7 

66 

27 

Physical  therapy 

41 

39 

20 

Occupational 

therapy 

29 

32 

39 

Inpatient  care 

30 

36 

34 

Ambulatory  services 

in  an  outpatient 

facility 

19 

30 

51 

Supportive  services: 

Bereavement 

services 

93 

2 

5 

Day  care  for  patient 

10 

7 

83 

Homemaker  services 

30 

48 

22 

Meal  preparation  at 

home 

17 

59 

24 

Respite  care  (note  c) 

63 

5 

32 

Death  education 

61 

3 

36 

a  Seventeen  percent  of  the  hospices  do  not  make  referrals 
to  other  agencies. 

b  TTiese  services  are  rarely  performed  since  they  are  nor- 
mally not  medically  necessary  to  relieve  terminally  ill 
patients'  pain. 

c  The  patient  receives  total  care  from  hospice  representa- 
tives in  a  facility  or  in  the  home  so  that  family  members 
or  primary  care  givers  in  the  home  may  have  a  couple  of 
days  or  more  of  rest  from  the  stress  of  caring  for  the  pa- 
tient. 

in  most  cases,  is  maintenance,  relief  of  pain, 
and  psychological  counselling  rather  than 
acute,  long  term  medical  or  nursing  care. 

Physician  services,  covered  under  both  Medi- 
caid and  Medicare,  present  no  barrier  to  pa- 
tients receiving  what  they  need,  except  in  those 
State  Medicaid  programs  which  limit  the  num- 
ber of  visits. 

Home  health  care  services  are  provided  un- 
der both  Medicaid  and  Medicare,  as  well  as 
Social  Services  and  the  Older  Americans  Act. 
Problems  may  arise  for  Medicare  beneficiaries 
who  must   be  considered    home-bound  before 


services  are  covered.  Hospice  staff  feel  that 
while  many  patients  are  ambulatory,  it  is  more 
beneficial  to  the  individual  to  provide  services 
in  the  home.  Other  home  health  care  regula- 
tions under  Medicaid  and  Medicare  could  pose 
problems  for  hospice  patients,  GAO  reports. 

Other  services  provided  by  hospices:  emo- 
tional support,  pain  control,  physical  therapy, 
homemaker  services,  and  death  education/be- 
reavement, may  also  present  problems  under 
both  programs  because  of  restrictions  on  scope 
of  coverage,  attendant  required  conditions,  or 
duration  of  coverage.  Without  statutory  and/or 
regulatory  revision  to  existing  Federal  pro- 
grams, the  hospice  concept  with  its  four  basic 
characteristics  and  range  of  services  cannot  be 
fully  implemented,  GAO  indicates. 

On  October  27,  1978,  HCFA  announced  its 
intention  to  conduct  research  and  demonstra- 
tions of  Medicaid  and  Medicare  Hospice  Pro- 
jects with  an  extended  deadline  of  February  28, 
1979,  for  application.  Since  these  will  be  dem- 
onstration projects,  HCFA  may  waive  provi- 
sions of  existing  Medicaid  and  Medicare  regula- 
tions which  currently  preclude  full  coverage  of 
hospice  services.  HCFA  received  240  applica- 
tions from  hospices  requesting  waivers  under 
the  Medicare  program,  and  21  State  Medicaid 
agencies  requested  waivers  for  an  undeter- 
mined number  of  hospices.  Formal  review  and 
evaluation  of  the  requests  began  last  May. 
HCFA  is  requiring  periodic  cost  reports  from 
approved  hospices,  specifying  numbers  and 
costs  of  individual  services  provided  and  will 
evaluate  hospice  operations.  Additional  infor- 
mation will  be  reported  as  it  becomes  available. 

Working  with  Older  People: 
A  Guide  to  Practice 

This  two-volume  guide  prepared  by  the  Ge- 
rontological Society  under  contract  with  the 
Health  Resources  Administration,  HEW,  pro- 
vides insightful  information  on  the  characteris- 
tics of  aging  to  those  who  work  with,  or  pro- 
vide services  to  aged  persons.  In  Volume  I: 
The  Knowledge  Base,  the  writers  examine  the 
aging  process  in  relation  to  its  biological, 
health,  psychological,  social,  and  cultural  as- 
pects. Each  aspect  is  described  factually  and 
objectively,  and  in  terms  easily  understood  by 
lay  persons. 
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The  authors  emphasize  throughout  the  guide 
that  aging  is  a  normal  and  inevitable  process  of 
change  and  that  such  change  occurs  with  dif- 
ferent frequency  and  degree  in  each  individual. 
Thus,  in  our  country,  the  older  population  of 
24  million  persons  is  heterogeneous.  Addition- 
ally, the  longer  a  person  lives,  the  more  change 
occurs. 

With  their  factual  analysis  of  the  various  ag- 
ing processes,  the  authors  dispel  many  stereo- 
types about  aging.  They  emphasize  that  those 
responsible  for  planning  programs  for  the  aged 
be  aware  of  these  processes,  their  interaction, 
and  the  different  ways  people  are  affected  by 
them.  They  point  out  that  while  the  aging  proc- 
ess continues,  outside  factors  may  affect  the 
characteristics  of  the  future  aged  population; 
these  characteristics  may  be  affected  by  sci- 
ence —  cures  for  various  diseases,  and  an  ac- 
companying reduced  debilitation;  by  education 
—  a  better  educated  older  population,  with 
changing  focus  in  adult  education  and  extended 
active  employment. 

The  needs  of  the  aged  population  must  be 
assessed  prior  to  developing  programs  to  meet 
their  needs,  the  authors  indicate. 

Volume  II:  Human  Services,  categorizes  the 
elderly  population  by  degree  of  impairment. 
These  categories  are:  the  unimpaired,  the  mini- 
mally-impaired, the  moderately-impaired,  and 
the  severely  impaired.  The  authors  discuss 
each  category  in  terms  of  their  general  charac- 
teristics and  functional  levels.  They  stress  that 
the  majority  of  elderly  have  at  least  one  chron- 
ic ailment,  consequently,  programs  for  the  aged 
must  be  designed  to  provide  a  continuum  of 
services  specific  to  the  needs  of  each  functional 
category,  from  supportive  services  for  the  min- 
imally impaired  to  complete  institutional  care 
for  the  severely  impaired.  They  provide  case 
studies  in  each  category,  describing  the  degree 
of  impairment  and  functioning  of  the  individ- 
uals and  identifying  their  needs  and  services. 

These  guides  enhance  understanding  of  the 
inevitable  changes  of  aging,  appreciation  of  the 
decreasing  functional  capability  and,  most  im- 
portantly, increase  awareness  that  sound  plan- 
ning for  today's  aged  is  necessary  to  improve 
services  for  the  future  aged. 


GAO  Reviews  MMIS 

This  GAO  review  of  the  Medicaid  Manage- 
ment Information  Systems  (MMIS)  in  Michi- 
gan, Ohio,  and  Washington,  is  entitled  "Attain- 
able Benefits  of  the  Medicaid  Management  In- 
formation Systems  Are  Not  Being  Realized." 
In  the  report  dated  September  26,  1978,  GAO 
focused  on:  whether  HEW  adequately  re- 
viewed State  systems  for  compliance  with  Fed- 
eral law  and  regulations  before  approving  them; 
the  adequacy  of  HEW  controls  over  State 
MMIS  operational  costs;  MMIS  compatability 
with  Medicare  claims  processing  systems; 
whether  the  claims  processing  portion  of  MMIS 
met  Federal  requirements;  how  much  States 
use  the  utilization  control  and  management 
reporting  portions  of  MMIS;  and  MMIS  costs 
by  type  of  function  performed. 

GAO  conclusions  were: 

•  Although  approved,  the  systems  did  not 
meet  the  requirements  of  law,  implement- 
ing regulations,  or  HEW's  administrative 
requirements.  The  HEW  approval  process 
has  several  weaknesses,  GAO  comments. 
For  example,  HEW  evaluates  State  docu- 
mentation that  describes  their  system — but 
does  not  test  the  system  to  verify  that  it 
operates  as  described.  Also,  GAO  believes 
the  General  Systems  Design  itself  is  not 
specific  enough  for  individual  States  to 
design  and  operate  their  own  systems  and 
the  resulting  varied  systems  increase 
HEW's  difficulties  in  determining  if  sys- 
tems meet  the  requirements  for  75%  Fed- 
eral funding. 

•  HEW  needs  better  information  on  the  cost 
of  information  systems.  HEW  does  not 
clearly  define  which  State  costs  may  be 
included  as  MMIS  costs.  Since  States  are 
not  required  to  report  their  costs  in  detail, 
it  is  difficult  for  HEW  to  make  cost  com- 
parisons among  States. 

•  State  officials  were  using  the  management 
reports  appropriately  and  were  satisfied 
with  the  results.  However,  none  of  the 
States  routinely  use  the  Surveillance  and 
Utilization  Review  Subsystem  (S/URS). 

•  Weaknesses  in  defining  report  items,  peer 
groups,  and  group  norms  are  hampering 
S/URS'  effectiveness,  and  some  States  are 
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uncertain  as  to  what  indicates  abuse  and  how 
many  indicators  are  needed. 

•  Medicaid  information  system  legislation 
requires  Medicare  and  Medicaid  systems 
to  be  compatible  for  eligibility  verification 
and  crossover  claims.  The  Medicaid  data 
base,  however,  is  often  incompatible  with 
the  mechanized  payment  systems  used  by 
Medicare  carriers.  Different  procedure 
codes,  diagnosis  codes,  and  provider  and 
beneficiary  ID  numbers  make  data  ex- 
change between  the  two  programs  difficult. 
A  method  is  needed  to  verify  claims  data 
for  dually  entitled  beneficiaries. 

GAO  recommendations  were: 

•  States  should  be  reimbursed  for  operating 
a  system  that  meets  certain  performance 
standards  of  efficiency  and  efi"ectiveness — 
rather  than  for  merely  having  an  approved 
system.  HEW  should  increase  administra- 
tive funding  "only  for  meeting  perform- 
ance standards  which  have  a  significant 
program  impact,  such  as  cutting  cost  or 
increasing  service  availability."  HEW 
should  update  the  General  Systems  Design 
and  program  regulation  guide  to  reflect 
State  experiences,  with  emphasis  on  uni- 
formity and  successful  State  processing 
techniques.  Congress  should  consider 
amending  Title  XIX  of  the  Social  Security 
Act  to  require  that  HEW  establish  systems 
performance  standards,  and  reevaluate 
approved  systems  to  determine  if  they 
continue  to  meet  Federal  requirements. 

•  HEW  should  clearly  define  the  kinds  of 
costs  reimbursable  at  the  75%  matching 
level,  and  implement  a  functional  cost 
reporting  system  for  claims  processing, 
similar  to  Medicare's,  for  easier  cost  com- 
parisons. 

•  HEW  should  begin  a  demonstration  proj- 
ect to  see  whether  the  S/UR  subsystem  can 
be  made  more  effective. 

•  HEW  should  develop  a  uniform  identifica- 
tion numbering  system  for  providers  and 
recipients;  and  adopt  standard  coding  sys- 
tems for  medical  procedures,  diagnoses, 
drugs,  and  medical  supplies  for  use  by 
Medicare  and  Medicaid  programs. 

HCFA  has  already  begun  a  number  of  efforts 
to  improve  the  MMIS  effectiveness.  These  in- 
clude the  MMIS  Steering  Committee  and  MMIS 


Task  Force,  established  in  January  1979.  A 
National  Technical  Advisory  Group  (NTAG) 
was  also  formed  with  State  Medicaid  staff  as- 
sisting in  developing  MMIS  performance  stand- 
ards and  techniques.  Potential  areas  for  per- 
formance standards  include:  general  administra- 
tion, financial  management  controls,  utilization 
review  services,  provider  reimbursement  type 
and  amount,  claims  processing,  fraud  control 
linkages.  State  evaluation  standards,  and  Title 
XVIII  and  XIX  compatability.  In  addition,  the 
Steering  Committee  plans  to  work  on  General 
Systems  Design  improvements  and  Federal 
management  initiatives. 

HCFA  also  established  20  Medicare/Medi- 
caid  integration  projects  in  Spring  1978,  con- 
cerning management,  claims  processing,  reim- 
bursement, and  accounting.  Representatives 
from  HCFA  bureaus  and  State  agencies  are 
working  toward  common  provider  identification 
numbers,  common  medical  procedural  terminol- 
ogy and  coding  system,  common  claims  forms, 
and  processing  of  Medicare/Medicaid  crossover 
claims. 


A  Study  of  Automated  Medicaid 
Eligibility  Systems 

The  Corrective  Action  Projects  Division 
(CAPD)  of  the  Medicaid/Medicare  Management 
Institute  examined  multi-program  (Medicaid, 
AFDC,  Food  Stamps)  eligibility  determination 
systems  in  four  States  and  developed  a  strategy 
for  transferring  some  of  the  best  features  of 
each  system  to  other  States.  The  five  reports 
were  produced  under  contract  HCFA-500-78- 
0042  by  Ferguson,  Bryan  and  Associates,  Inc., 
and  are  available  to  State  staff. 

The  first  report  describes  the  Automated 
Income  Maintenance  System  (AIMS)  installed 
in  Maryland.  This  system  was  reviewed  in  Oc- 
tober 1978  and  was  partially  implemented  at 
that  time.  The  System  for  Application,  Verifi- 
cation, Eligibility,  Referrals  and  Reporting 
(SAVERR)  in  Texas  is  summarized  in  the  sec- 
ond report.  This  system  was  undergoing  pilot 
testing  in  San  Antonio  in  November  1978  when 
the  review  was  done. 

The  third  report  concerns  the  Oklahoma 
Case  Information  System  (OCIS),  created  as 
part  of  a  national  demonstration  project  and 
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has  been  successfully  transferred  to  other 
States.  The  Oklahoma  report  is  dated  March 
1979.  The  fourth  report  reviews  the  Eligibility 
Management  System  (EMS)  in  New  Hampshire 
as  of  December  1978. 

A  conceptual  system  design  of  an  Eligibility 
Determination  and  Maintenance  System 
(EDMS)  is  covered  in  the  final  report,  which 
includes  the  best  features  of  the  State  systems 
studied.  The  report  contains  a  discussion  of 
items  to  be  considered  by  welfare  managers  in 
deciding  to  adopt  an  automated  eligibility  deter- 


mination system.  The  last  chapter  presents  an 
implementation  strategy  and  model  workplan 
for  building  and  installing  such  a  system. 

For  copies  of  any  or  all  of  the  reports,  con- 
tact the  Corrective  Action  Projects  Division, 
Systems  Assistance  Branch,  attention:  Mar- 
ianne Faulstich.  The  mailing  address  is  HCFA, 
MMMI,  389  East  High  Rise,  6401  Security 
Boulevard,  Baltimore,  Maryland  21235.  Ms. 
Faulstich  can  be  reached  at  301/594-9680  or 
FTS  934-9680. 
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"A  National  Profile  of  Catastrophic  Illness,"  National  Center  for  Health  Services  Research  Sum- 
mary Series,  HEW  Publication  No.  (PHS)  78-3201,  May  1978. 

Catastrophic  illness  accounts  for  over  20%  of  national  health  expenses.  This  study  profiles  U.S. 
catastrophic  illness  incidence,  costs,  and  financing  in  1974.  It  focuses  on  costs  of  catastrophic 
illness  to  various  demographic  groups.  Among  the  results:  1)  non-institutionalized  aged  per- 
sons accounted  for  a  quarter  of  the  catastrophic  population  and  about  a  third  of  all  catastroph- 
ic expenses;  2)  while  children  are  the  least  likely  to  have  a  catastrophic  experience,  they  have 
highest  average  costs;  3)  over  40%  of  the  low  income  population  have  either  inadequate  or  no 
insurance  for  catastrophic  illness.  In  addition,  institutionalized  persons  accounted  for  about 
half  of  the  catastrophic  population  and  almost  half  of  all  catastrophic  expenses — implying  that 
such  illness  is  related  to  long  term  as  well  as  acute  care.  The  authors  conclude: 

"Our  national  policy  toward  catastrophic  illness  relates  directly  to  our  public  pol- 
icy toward  the  aged,  the  disabled,  and  the  institutionalized.  Catastrophic  illness 
falls  most  heavily  on  these  groups.  The  ratio  of  catastrophic  illness  expenses  for 
the  aged,  disabled,  and  institutionalized  to  the  remaining  population  is  3  to  1." 

Copies  are  available  from  NCHSR,  Office  of  Scientific  and  Technical  Information,  700  East- 
West  Hwy.,  Room  7-44,  Hyattsville,  Md.  20782. 

Moore,  Beatrice  D.,  "Implementing  the  Developmental  Assessment  Component  of  the  EPSDT 
Program,"  Reprinted  from  American  Journal  of  Orthopsychiatry,  Vol.  48,  No.  1,  January  1978. 
Pages  22-32. 

Developmental  assessment  of  a  child's  organic  and  functional  progress  varies  within  State 
EPSDT  programs.  The  author  (former  Director  of  the  Office  of  Child  Health,  Medicaid  Bu- 
reau) discusses  efforts  to  develop  guides  for  implementing  a  developmental  assessment  compo- 
nent. She  focuses  on  the  "developmental  review"  process  proposed  in  1977  by  the  American 
Association  of  Psychiatric  Services  for  Children.  This  process  has  three  goals:  1)  promo- 
tion of  strengths  of  child  and  family  to  cope  with  the  various  tasks  of  living;  2)  prevention  of 
developmental  disabilities;  and  3)  early  detection  of  children  needing  treatment.  The  review 
would  be  conducted  in  three  stages — a  biological  review  including  parent  observations;  a  direct 
look  at  the  child's  functioning;  and,  depending  on  results  of  the  first  two,  an  extensive  review 
of  the  child  by  highly  skilled  professionals.  The  process  emphasizes  assessment  of  the  child, 
while  observing  family  environment.  The  author  adds  that  treatment  of  developmental  prob- 
lems may  include  educating  the  parent  to  support  the  child's  strengths. 

Copies  of  the  reprint  are  available  from  the  Health  Care  Financing  Administration,  Office  of 
Child  Health,  6401  Security  Blvd.,  Baltimore,  Md.  21235 
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Sorensen,  Andrew  A.,  Saward,  Ernest  W.,  "An  Alternative  Approach  to  Hospital  Cost  Control: 
The  Rochester  Project,"  Public  Health  Reports,  Vol.  93,  No.  4,  July-August  1978.  Pages  311-317. 

In  New  York  State,  per  capita  spending  for  health  care  is  40%  higher  than  the  national  aver- 
age. N.Y.  State  efforts  to  cut  Medicaid  costs  have  included:  cutting  back  on  eligibility  and 
benefits;  proposing  that  through  1979,  Medicaid  reimbursement  rates  for  outpatient  and  emer- 
gency services  be  frozen  at  1975  levels  and  granting  minimal  increases  in  Medicaid  inpatient 
reimbursement  rates.  The  authors  believe  N.Y.'s  prospective  reimbursement,  used  since  1970, 
has  not  achieved  the  hoped  for  reduction  in  rate  of  hospital  cost  increase. 
Rochester,  N.Y.  MAXICAP  Project  represents  a  different  approach,  contend  the  authors, 
where  decisions  would  be  made  and  priorities  set  in  small  regions.  As  developed,  MAXICAP 
would  link  regional  hospital  planning  and  payment  functions,  and  involve  local  communities. 
MAXICAP  is  based  on  three  questions:  "1)  What  is  the  maximum  amount  the  community  is 
willing  to  spend  on  hospital  care?  2)  What  goods  and  services  should  be  purchased  with  this 
amount  of  funds?  3)  How  should  the  money  be  disbursed  to  the  participating  hospitals?"  This 
voluntary  effort  would  involve  third  party  payors,  planners,  consumers,  and  government  agen- 
cies in  planning  a  prospective  hospital  payment  system,  with  a  single  budget  for  hospitals 
across  an  entire  region.  If  implemented,  MAXICAP  will  meet  local  and  regional  needs  in  con- 
trolling hospital  costs,  the  authors  hope. 

Hackman,  Helen,  "Day  Care  for  the  Frail  Elderly:  An  Alternative,"  Public  Welfare,  Vol.  36,  No. 
4,  Fall  1978.  Pages  36-44. 

In  Arlington,  Va.  the  65  and  older  population  increased  16.3%  over  six  years.  Because  of  this, 
and  a  desire  to  provide  an  alternative  to  institutionalization,  the  Arlington  County  Department 
of  Human  Resources  began  a  day  care  center  for  the  frail  elderly.  Their  goals  were:  to  keep 
the  elderly  in  the  community  as  long  as  possible;  to  rehabilitate  those  with  potential  to  remain 
in  their  homes;  to  provide  day  care  arrangements  for  patients  with  working  relatives;  and  to 
improve  the  nutrition  of  all  participants. 

Among  lessons  learned  from  Madison  Center  were:  1)  special  bus  transportation  with  wheel- 
chair lifts  and  ramps  is  essential,  since  few  participants  are  brought  by  their  families;  2)  patients 
needing  continuous  individual  attention  are  poor  candidates  for  this  setting;  3)  patients'  fami- 
lies benefit,  since  they  no  longer  have  to  provide  continuous  care,  and  they  are  freed  from 
guilt  feelings;  4)  some  elderly  people  don't  seek  available  financial  help  to  attend,  or  don't 
want  to  leave  home  at  all.  The  author  stresses  the  need  for  educating  the  community  about 
day  care  for  the  elderly. 

Kronenfeld,  Jennie  J.,  "The  Medicaid  Program  and  a  Regular  Source  of  Care,"  American  Journal 
of  Public  Health,  Vol.  68,  No.  8,  August  1978.  Pages  771-773. 

The  author  exaimines  data  from  Rhode  Island  to  determine  whether  different  groups  receive 
medical  care  in  a  similar  manner.  Residents  were  grouped  by  race,  payment  source,  and  family 
income  and  studied  in  relation  to  the  type  of  care  regularly  used.  (Of  1,329  residents  sampled, 
90.7%  reported  a  regular  source  of  care.)  The  type  of  care  source  regularly  used  shows  the 
strongest  relationship  with  race — less  than  60%  of  blacks  use  a  private  physician  regularly, 
compared  to  91%  of  whites.  Examining  the  payment  source  reveals  75%  of  those  on  Medicaid 
use  a  private  physician  as  a  regular  source,  compared  to  91%  of  the  rest  of  the  sample.  And, 
predictably,  as  income  increases,  so  does  the  percentage  of  persons  with  private  physicians. 
Further  analysis  of  the  data  reveals:  66%  of  blacks  vs.  16%  of  whites  fall  into  the  lowest  in- 
come category,  and  68%  of  blacks  receive  care  from  a  place  (e.g.  neighborhood  health  center 
or  hospital  emergency  room)  rather  than  a  private  physician.  The  author  cites  as  possible  ex- 
planations: physicians  are  reluctant  to  accept  Medicaid  clients  due  to  restricted  fee  schedules,  or 
fewer  physicians  serve  black  areas. 
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Enforcing  Quality  of  Care  in  Nursing  Homes,  The  National  Association  of  Attorneys  General, 
Committee  on  the  Office  of  Attorney  General,  February,  1978. 

State  Attorneys  General  are  often  the  ultimate  enforcer  of  quality  of  care  efforts  in  long  term 
care  facilities,  this  conference  report  indicates.  The  report  presents  problems  in  quality  of 
care,  offers  legal  remedies  available,  and  gives  State  court  cases  with  citations.  Among  topics 
discussed  are  State  regulation  of  nursing  homes,  delicensing  and  decertification,  receiverships, 
injunctions,  and  a  detailed  report  of  enforcing  patients'  rights.  A  bibliography  is  included. 
Copies  are  available  from  the  Committee  on  the  Office  of  Attorney  General,  National  Associa- 
tion of  Attorneys  General,  3901  Barrett  Drive,  Raleigh,  N.C.  27609.  Price:  $4.75. 

Foltz,  Anne-Marie,  "Uncertainties  of  Federal  Child  Health  Policies:  Impact  in  Two  States,"  Na- 
tional Center  for  Health  Services  Research,  April  1978. 

Titles  V  and  XIX,  two  major  child  health  programs  within  HEW,  were  selected  to  assess  the 
impact  of  Federal  and  State  expenditure  patterns  for  child  health;  health  services  delivered  by 
these  programs;  administrative  relations  among  different  levels  of  government;  and  private  in- 
terest group  activity  in  States  in  relation  to  Federal  policy.  Connecticut  and  Vermont  were  se- 
lected as  the  site  of  the  study  because  they  represent  respectively:  high  and  low  income,  urban 
and  rural,  industrial  and  agricultural  characteristics. 

Vermont  has  fewer  autonomous  agencies,  and  has  an  integrated  human  resource  agency;  Con- 
necticut has  maintained  separate  government  agencies  for  different  functions  and  even  for 
different  populations,  cutting  across  functional  lines.  Social  policy  directed  toward  child  health 
was  found  to  be  markedly  different  between  the  States.  Vermont,  a  poor  State,  attempted  to 
solve  its  problems  through  progressive  legislation,  while  Connecticut,  with  greater  financial 
resources,  focused  only  on  assistance  to  certain  selected  needy  groups.  For  example,  when 
EPSDT  required  dental  services  to  children,  Vermont  initiated  legislation  for  a  dental  service 
to  all  low  to  middle  income  children,  while  Connecticut  served  only  those  eligible  under  Medi- 
caid. Between  1968  and  1973,  Connecticut's  Medicaid  expenditures  rose  from  $58  million  to 
$119  million;  Vermont's  rose  from  $8.6  million  to  $24  million. 

Tables  showing  Federal  expenditures  under  Titles  V  and  XIX,  the  number  of  children  served 
between  1940  and  1970,  and  the  population  and  health  characteristics  of  both  States  are  includ- 
ed. 

Copies  of  this  publication  are  available  on  request  from  NCHSR,  Office  of  Scientific  and  Tech- 
nical Information,  Room  7-44,  3700  East-West  Highway,  Hyattsville,  MD  20782. 

"Access  to  Ambulatory  Health  Care:  United  States,  1974,"  Advance  Data,  HEW,  Public  Health 
Service,  Number  17,  February  23,  1978. 

Data  from  a  1974  Health  Interview  Survey  on  a  subsample  of  37,062  people  shows  that  the 
majority  of  Americans  have  a  regular  source  of  medical  care.  An  estimated  166.8  million  peo- 
ple, or  80.5  percent  of  the  population  not  confined  to  institutions,  has  a  particular  doctor  or 
place  where  they  could  go  for  medical  care  or  advice  on  health  problems.  Based  on  population 
characteristics  by  sex,  females  were  more  likely  to  have  a  regular  source  of  medical  care  than 
males;  white  persons  were  more  likely  to  have  regular  sources  than  minority  groups.  Children 
were  most  likely  of  all  groups  to  have  regular  sources  of  care;  adults  between  the  age  of  17 
and  44  were  the  least  likely. 

Tables  included  in  this  report  indicate  that  1.4  percent  of  all  persons  interviewed  said  that 
medical  care  was  too  expensive;  1.1  percent  said  that  health  care  facilities  were  available  if 
they  need  care;  and  4.8  percent  identified  hospital-based  outpatient  clinics  as  their  usual  place 
of  care. 


75 


"Employees  in  Nursing  Homes  in  the  United  States:   1973-74  National  Nursing  Home  Survey," 
Vital  and  Health  Statistics,  Series  14,  No.  20,  HEW  Publication  No.  (PHS)  79-1815. 

This  report  is  based  on  data  from  a  1973-74  National  Nursing  Home  Survey  developed  by  the 
Division  of  Health  Resources  Utilization  Statistics.  An  estimated  590,000  full-time  and  270,000 
part-time  employees  in  15,700  nursing  homes  were  sampled.  Employee  characteristics  included 
hourly  wages,  work  experience,  education,  age,  sex,  and  race  in  relation  to  certification,  own- 
ership, bed  capacity,  and  regional  location  of  the  homes.  Detailed  tables  are  included,  and  ana- 
lyses highlighted  for  health  related  staff — administrative  and  medical,  nursing,  therapeutic,  and 
staff  in  charge  of  shifts.  Both  nursing  care  homes  and  personal  care  homes  were  classified 
according  to  levels  of  nursing  care. 

Of  the  equal  number  of  men  and  women  administrators:  22%  of  the  men  vs.  45%  of  the  women 
earned  less  than  $4.00  an  hour;  and  nearly  36%  of  the  men  vs.  20%  of  the  women  earned  $6.00 
or  more.  Large  homes  (over  100  beds)  paid  higher  salaries  and  tended  to  employ  men,  while 
small  homes  (less  than  50  beds)  paid  lower  salaries  and  employed  more  women.  However,  sal- 
ary differences  between  the  sexes  existed  within  both  size  homes.  Other  results  indicate  that 
women  comprised  at  least  95%  of  all  nursing  staff"  (registered,  licensed  practical  or  vocational 
nurses,  aides  and  orderlies).  The  bed  size  of  the  home  most  significantly  affected  salaries  of 
the  registered  nurses  (RNs);  those  in  larger  homes  made  higher  salaries. 

Data  for  persons  in  charge  of  shifts  showed  RNs  run  most  shifts,  followed  by  LPNs,  nurse's 
aids  and  administrators.  Nurse's  aides  were  in  charge  of  one  out  of  three  shifts  in  the  North 
Central  Region,  but  rarely  were  in  the  northeast  and  west  regions.  This  may  have  been  due  to 
the  north  central  region  having  a  greater  number  of  small  homes  where  aides  were  more  likely 
to  be  put  in  charge. 


"The  Medi-Cal  Program,  1966-1977,"  Socioeconomic  Report,  California  Medical  Association,  Vol. 
XVIII,  No.  4,  .lune  1978. 

Information  on  numbers  of  Medi-Cal  eligibles,  program  expenditures,  and  administrative  costs, 
1966-1977,  are  reported  in  this  issue  of  Socioeconomic  Report.  The  percentage  of  California's 
population  eligible  for  Medi-Cal  has  risen  steadily  since  its  beginning  in  1966  —  from  6.3%  to 
14.2%  in  1977.  Between  1973  and  1976  both  costs  per  eligible  and  numbers  of  persons  eligible 
for  Medi-Cal  rose  moderately,  while  program  costs  increased  almost  46%.  Administrative  costs 
reached  7.7%  ($171,459,000)  in  1975-76. 

Tables  indicate  that  the  percent  of  total  payments  received  by  physicians  have  declined;  and 
show  the  type  of  patient  enrolled  in  the  Prepaid  Health  Plans  (PHP)  compared  to  those  on  a 
fee  for  service  basis. 

Copies  are  available  from  the  Bureau  of  Research  and  Planning,  California  Medical  Associa- 
tion, 731  Market  Street,  San  Francisco,  CA  94103.  No  charge. 


Medical  Assistance  (Medicaid)  Fiscal  Year  1977,  Michigan  Department  of  Social  Services,  DSS 
Publication  122,  March  1978. 

This  1977  report  gives  detailed  information  on  Michigan's  Medicaid  program,  including  statis- 
tics on  the  number  of  recipients  for  whom  vendor  payments  were  made  and  the  amount  of 
such  payments;  vendor  payments  and  recipients  by  race,  sex,  and  age;  and  Medicaid  recipients 
and  payments  on  a  county  by  county  basis.  Data  are  distributed  by  type  of  care,  type  of  serv- 
ice, and  basis  of  eligibility. 

During  FY  1977,  there  were  939,484  Medicaid  recipients,  or  about  10.3%  of  Michigan's  popula- 
tion. TTiey  accounted  for  vendor  payments  of  $792,343,374.  Findings  indicate  the  medically 
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needy  population  comprised  only  about  one-tenth  of  all  Medicaid  recipients,  while  over  one- 
third  of  the  expenditures  were  made  on  their  behalf.  In  addition,  the  65  and  older  and  disabled 
population  (20.6%  of  all  Medicaid  recipients)  accounted  for  56.6%  of  all  expenditures. 
Copies  are  available  from  the  Medicaid  Information  Division,  Medical  Services  Administra- 
tion, P.O.  Box  30037,  Lansing,  MI  48909. 


Walsh,  Margaret  E.,  "Proposed  HEW  LTC  Standards  Ignore  Nurses'  Expertise!"  Hospital  Prog- 
ress, Volume  59,  No.  11,  November  1978.  Page  10. 

The  author  takes  issue  with  HEW's  "continued  advocacy  of  physician's  responsibility  for  total 
health  care  delivery  and  maintenance"  in  skilled  nursing  and  intermediate  care  facilities,  con- 
tending that  this  practice  has  a  detrimental  effect  on  the  nursing  profession  and  thus  on  patient 
care.  Nurses  are  licensed  to  practice  nursing  and  should  not  be  subjected  to  dictation  of  medi- 
cal supervision  by  physicians,  she  contends.  She  points  out  that  society's  misconception  of  the 
roles  of  physicians  and  nurses  has  lead  to  the  achievement  of  a  less  healthy  populace  and  a 
distinction  should  be  made  between  the  two  professions.  Her  point:  nurses  are  care  providers 
who  emphasize  patient  education,  counseling  skills,  and  behavioral  sciences,  with  focus  on 
improving  psychosocial  and  psychosomatic  aspects  of  well-being;  physicians  are  the  providers 
of  medicine  and  are  in  command  of  sophisticated  pharmacological,  biological,  surgical  tools 
and  techniques,  reflecting  demands  for  "cures"  rather  than  day  to  day  promotion  and  mainte- 
nance of  health. 

While  medical  care  should  be  under  the  continued  supervision  of  physicians,  she  believes  nurs- 
ing care  in  LTC  facilities  should  be  under  the  supervision  of  a  director  of  nursing  with  at  least 
three  years'  experience  in  that  setting.  The  author  points  to  the  absence  of  doctors  in  the  SNF 
and  ICF  setting  as  making  logical  patient  care  in  these  facilities  being  left  to  the  skilled  nurse, 
since  most  care  provided  in  that  setting  is  nursing,  rather  than  medical. 


Winn,  Sharon,  and  McCafree,  Kenneth  M.,  "Issues  Involved  in  the  Development  of  a  Prepaid 
Capitation  Plan  for  Long  Term  Care  Services,"  The  Gerontologist,  Vol.  19,  No.  2,  April  1979. 
Page  184. 

The  authors  discuss  the  ramifications  of  a  capitation  plan  for  long  term  care  services  as  an  al- 
ternative to  the  present  system.  This  plan  would  combine  Federal  and  State  financing  of  serv- 
ices and  would  differ  from  the  capitation  approach  encouraged  by  HMOs  for  acute  care  serv- 
inces  in  several  ways:  1)  Benefits  for  long  term  care  and  home  services  are  now  rather  limited 
for  HMO  enrollees;  a  capitation  plan  for  long  term  care  would  probably  exclude  acute  hospi- 
talization periods.  2)  It  would  more  likely  cover  those  at  high  risk  of  needing  services — older 
persons  and  functionally  disabled,  who  are  not  now  encouraged  to  enroll  in  prepaid  plans.  3) 
With  those  at  high  risk,  there  would  be  less  variation  among  subscribers  in  actual  costs  of 
serving  enrollees.  Rather  than  have  enrollee's  fees  cover  costs  for  only  some  participants,  the 
plan  would  encourage  the  appropriate  use  of  cost-effective  services.  4)  The  government  would 
be  primary  purchaser  of  services;  therefore,  the  prepaid  rate  for  services  "would  have  to  be 
acceptable  to  primarily  one  purchaser,  instead  of  large  numbers  of  persons  making  indepen- 
dent choices  in  the  marketplace."  Estimating  the  per  capita  cost  of  a  plan  depends  on  the 
scope  of  services  covered  (i.e.  foster  family  care,  day  care,  home  health  care);  use  of  these 
services  by  enrollees;  and  cost  per  service. 

Dependency  on  public  funds  and  existing  long  term  care  providers  should  be  considered  when 
organizing  a  plan.  According  to  the  authors,  incentives  and  risks  created  by  capitation  pay- 
ments will  vary  according  to  the  organization  of  the  plan.  For  example,  individuals  responsible 
for  the  plan  may  profit  from  reducing  the  cost  of  services.  These  savings  could  be  shared  with 
the  State,  "but  the  level  and  quality  of  services  provided  would  need  to  be  closely  moni- 
tored." 
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Jones,  Ellen  W.,  Densen,  Paul  M.,  McNitt,  Barbara  J.,  "Assessing  the  Quality  of  Long  Term 
Care,"  National  Center  for  Health  Services  Research  Summary  Series,  HEW  Publication  No. 
(PHS)  78-3192. 

Patient  assessments  in  a  Long  Island  chronic  disease  hospital  and  seven  Massachusetts  nursing 
homes  are  summarized  here.  Information  was  taken  from  the  facilities'  medical  and  adminis- 
trative records,  and  interview  responses  from  nurses,  social  workers,  and  others  who  observed 
patients  regularly.  This  was  recorded  on  the  Densen  assessment  form  developed  at  Harvard 
Center  for  Community  Health  and  Medical  Care.  Assessments  focussed  on  specific  functional 
areas  in  which  care  was  needed,  e.g.,  improving  patient  ambulation  or  encouraging  self-feed- 
ing. 

Of  295  patients  evaluated  in  the  chronic  disease  hospital  in  1972,  44.4%  could  have  had  their 
needs  met  with  less  intensive  care.  Based  on  these  findings  and  individual  assessments,  hospi- 
tal staff  initiated  these  changes:  1)  discharge  planning  for  inappropriately  placed  patients;  2) 
use  of  patient  assessment  in  both  pre-admission  screening  and  utilization  review;  and  3)  reha- 
bilitation techniques  to  improve  functioning  status  of  all  patients.  Results  of  these  changes 
were  evident  in  1975  when  279  patients  were  assessed,  including  158  from  the  1972  survey: 
appropriately  placed  patients  increased  from  53.2%  to  67.4%.  Also,  of  those  158,  48.1%  were 
confined  to  a  chair  or  bed  in  1972  and  only  7%  in  1975. 

Nursing  home  quality  of  care  was  measured  by  periodic  follow  up  of  newly  admitted  patients 
through  discharge  or  up  to  two  years  later.  Information  on  medical  diagnoses,  personal  charac- 
teristics, etc.  was  used  in  planning  patient  care,  and  observed  performance  of  patients  was 
used  for  nursing  care  plans.  47%  of  these  patients  were  80  years  or  older,  and  females  out- 
numbered males  by  more  than  two  to  one.  Among  the  patients  remaining  in  the  nursing  homes 
for  six  weeks,  change  in  functioning  status  was  common.  Data  also  showed  a  high  early  mor- 
tality rate,  and  a  large  proportion  of  patients  in  great  need  of  nursing  care. 
Copies  are  available  from  NCHSR,  Office  of  Scientific  and  Technical  Information,  Room  7-44, 
3700  East  West  Hwy.,  Hyattsville,  Md.  20782. 

Beardon,  William  O.,  Mason,  J.  Barry,  and  Smith,  Edward  M.,  "Perceived  Risk  and  Elderly  Per- 
ception of  Generic  Drug  Prescribing,  "  The  Gerontologist,  Vol.,  19,  No.  2,  April  1979.  Page  191. 

Prescribing  and  dispensing  drugs  by  generic  name  is  one  method  of  controlling  prescription 
drug  costs  (over  $10  billion  in  1976).  Generic  products  are  gaining  acceptance  by  physicians 
and  pharmacists,  and  laws  encouraging  generic  substitutions  are  increasing;  however,  requests 
for  generic  prescriptions  have  been  limited,  even  though  cost  savings  to  consumers  would  be 
substantial. 

This  exploratory  study,  funded  by  the  University  of  Alabama,  revealed  elderly  consumers' 
concerns  about  generic  drug  prescribing;  the  risk  they  perceived  with  using  generics  was  com- 
pared with  perceptions  of  younger  consumers.  Some  200  households  were  sampled  in  a  uni- 
versity community.  Of  the  105  responding,  46  were  elderly  (55  and  over). 

Generally,  the  respondents  evaluated  performance,  physical,  and  financial  facets  of  risk  as  t"he 
most  important.  The  elderly  appeared  to  perceive  more  overall  risk  in  generics  and  therefore, 
may  be  less  inclined  to  support  generic  prescribing,  even  though  they  may  be  most  likely  to 
need  cost  savings  possible  through  generics. 

The  authors  point  out  that  the  elderly  as  a  group  can  impact  future  prescribing  and  dispensing 
practices  for  several  reasons:  by  1985  persons  over  55  will  account  for  over  20%  of  the  popu- 
lation; the  elderly  vote  in  larger  numbers  than  other  groups;  and  today's  elderly  are  infrequent- 
ly brand  loyal  in  their  consumption  behavior. 

The  authors  conclude,  "If  the  substitution  of  generic  drugs  truly  offers  the  potential  for  lower- 
ing the  cost  of  public  health  care  and  if  the  elderly  are  typically  the  last  to  adopt  new  ideas, 
communications  designed  to  encourage  their  participation  should  stress  that  such  behavior 
does  not  depart  radically  from  previous  behavior.   .   ." 
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"A  Comparison  of  Nursing  Home  Residents  and  Discharges  from  the  1977  National  Nursing  Home 
Survey:  United  States,"  Advance  Data,  HEW,  Public  Health  Service,  Number  29,  May  17,  1978. 

This  publication  offers  provisional  data  from  the  1977  National  Nursing  Home  Survey  on  facil- 
ities and  costs,  characteristics  of  the  residents,  and  discharges.  The  data  was  collected  from 
May  through  December  1977  on  a  subsample  of  340  facilities  of  three  types:  nursing  care 
homes,  personal  care  homes,  and  domiciliary  care  homes.  Included  is  a  discussion  of  selected 
health  status  measures,  as  well  as  measures  related  to  utilization  of  nursing  homes:  prior  living 
arrangements,  length  of  stays,  living  arrangements  after  discharge,  source  of  payment,  and 
charges  for  care. 

The  survey,  second  of  its  kind,  revealed  that  during  the  measuring  period,  there  were  about 
1,287,400  residents  in  18,300  nursing  homes.  This  provisional  estimate  represents  a  20  percent 
increase  over  the  1,075,800  residents  tabulated  in  the  first  survey  in  1973-74,  in  part  due  to  the 
inclusion  of  personal  care  homes  in  the  survey.  In  1976,  patients  whose  care  was  paid  for  by 
Medicaid  tended  to  stay  longer  in  skilled  nursing  and  intermediate  care  facilities.  The  length  of 
stay  for  Medicaid  patients  ranged  from  176  to  220  days,  compared  to  median  stays  of  24  to  85 
days  for  those  using  other  sources  of  payment.  The  median  length  of  stay  for  Medicaid  pa- 
tients in  1976  was  significantly  shorter  than  that  of  582  days  for  1977. 

Tables  included  show  the  percent  distribution  of  nursing  home  residents  by  age,  sex,  race, 
marital  status,  median  length  of  stay,  and  primary  diagnosis  at  last  examinations.  The  Center's 
preliminary  analysis  suggests  that  patients  admitted  with  diagnoses  indicating  short-term  or 
recuperative  care  were  more  likely  to  be  discharged  alive  than  those  admitted  with  conditions 
which  can  only  be  controlled  or  monitored.  Poor  physical  health  was  cited  for  76  percent  of 
the  patients  as  the  primary  reason  for  being  in  the  facility.  Lack  of  social  or  economic  re- 
sources, disruptive  behavior,  or  other  reasons  were  given  as  placement  reasons  for  12  percent, 
mental  illness  for  seven  percent,  and  mental  retardation  for  five  percent. 
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PERSPECTIVES  ON  THE  HCFA  REORGANIZATION 


Administrator,  LEONARD  D.  SCHAEFFER 


All  of  us  involved  in  health  care  administra- 
tion share  many  common  goals  and  responsibil- 
ities. HCFA's  particular  mission  is  to  promote 
the  delivery  of  appropriate,  high  quality  health 
care  services  to  eligible  individuals  on  a  timely 
basis.  While  this  is  easy  to  state,  it  is  one  of 
the  most  difficult  tasks  in  America  today. 

We  are  confronted  by  a  complex  and  rapidly 
changing  society,  and  a  lack  of  consensus  in 
America  regarding  what  government's  responsi- 
bility is  to  the  poor,  the  aged  and  the  disabled. 
The  lack  of  traditional  market  forces  in  the 
health  care  industry  makes  it  different  from  the 
rest  of  the  economy  and  thus  more  difficult  for 
all  of  us  to  manage  and  plan  for  our  programs. 

Our  task  is  complicated  by  the  lack  of  a  truly 
articulated  and  well-connected  delivery  sys- 
tem. We  all  talk  about  the  health  care  delivery 
system  in  America,  but  there  isn't  one.  There's 
a  gigantic  cottage  industry;  7,400  hospitals, 
14,000  nursing  homes,  almost  400,000  physi- 
cians and  thousands  of  other  professionals. 
Very  often,  our  attempts  to  address  particular 
problems  create  more  fragmentation  or  have 
negative  effects  on  other  parts  of  the  industry. 

We  are  also  faced  with  the  challenge  of 
trying  to  manage  for  growing  needs  in  an  era  of 
limits:  limited  resources,  limited  funds,  and 
limited  patience  on  the  part  of  the  American 
people.  They  want  better  results. 

There  is  a  lack  of  public  faith  in  government 
as  a  responsible  locus  for  trying  to  help  people. 
This  is  due  to  some  of  the  unrealistic  expecta- 
tions that  came  out  of  the  'sixties,  some  of  the 
real  failures  we've  had  since  then,  and  public 
sensitivity  to  reports  of  fraud,  abuse  and  waste 
in  government  programs.  The  existence  of 
fraud  undercuts  public  confidence  and  allows 
people  to  criticize  and  withdraw  support  from 
our  programs.  To  the  degree  that  we  don't  re- 
duce the  incidence  of  fraud,  our  programs  are  at 
risk  and  the  people  we  serve  may  suffer. 


One  problem  that  demands  our  attention  be- 
cause of  its  impact  on  our  ability  to  serve  our 
beneficiaries  is  inflation.  Health  care  inflation 
leads  the  CPI,  particularly  hospital  cost  infla- 
tion. At  current  rates,  which  over  the  last  five 
years  have  been  between  thirteen  and  twenty 
percent,  hospital  costs  double  every  five  years. 
HCFA  is  the  third  largest  Federal  agency  in 
terms  of  budget;  if  hospital  cost  inflation  con- 
tinues at  that  rate,  it  would  soon  be  the  first.  If 
health  care  continues  to  increase  in  cost  at  this 
rate,  it  will  soon  be  beyond  the  means  of  most 
Americans,  and  certainly  beyond  the  ability  of 
State  and  Federal  government  to  purchase  the 
kind  of  quality  care  our  beneficiaries  deserve. 

Because  we  must  be  prepared  to  face  those 
problems,  the  restructuring  of  HCFA  was  more 
than  simply  a  reorganization.  Intensive  discus- 
sions with  representatives  of  other  Federal 
agencies.  States,  and  the  industry  helped  us  to 
understand  the  challenges  and  opportunities  we 
face,  and  to  define  our  priorities. 

We  have  a  special  responsibility  to  our  bene- 
ficiaries. We  must  assure  that  Medicare  and 
Medicaid  beneficiaries  understand  what  they 
are  entitled  to  under  both  programs,  and  that 
they  have  access  to  quality  care.  Our  individual 
initiatives,  and  our  cooperative  efforts,  for  a 
more  cost  effective  delivery  system  can  maxi- 
mize limited  resources  for  those  who  most 
need  health  care  services. 

Because  of  the  size  and  purchasing  power  of 
the  programs  we  administer,  we  must  also  be 
more  sensitive  to  our  impact  on  the  total  health 
care  delivery  system.  For  example,  we  at 
HCFA  must  recognize  that  our  regulations 
impact  the  entire  industry,  and  we  must  try  to 
be  sure  they  have  a  positive  effect.  An  Office 
of  Health  Regulations  has  been  established 
within  HCFA  to  review  Federal  regulations  in 
terms  of  the  potential  cost  and  benefit  of  their 
impact,  and  the  incentives  or  disincentives  they 
create.  We  must  also  make  sure  the  impact  we 
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have  on  the  total  system  is  one  that  promotes 
new  and  better  methodologies,  permits  innova- 
tion, and  does  not  restrict  initiatives  for  better 
ways  to  provide  health  care. 

HCFA's  ability  to  address  all  those  concerns 
is  dependent  on  how  we  are  structured  to  carry 
out  our  basic  operating  responsibilities — devel- 
oping policy  and  instructions,  executing  agree- 
ments with  States  and  contractors  to  administer 
our  programs,  and  setting  standards  and  moni- 
toring performance.  There  are  two  fundamental 
changes  we  want  to  achieve  in  the  way  we  ap- 
proach those  functions  within  the  new  HCFA 
organization.  First,  we  will  integrate  the  central 
administration  of  Medicaid  and  Medicare  so 
that  the  programs  are  simpler  and  more  consist- 
ent and  thus  make  it  easier  for  beneficiaries, 
providers,  fiscal  agents  and  States  to  deal  with 
us.  Second,  we  will  unify  our  management  and 
communication  systems  for  greater  consistency 
and  comprehension. 

HCFA  programs  cover  some  45  million  peo- 
ple through  Medicare  and  Medicaid  at  a  cost  of 
$44  billion  annually.  Yet,  HCFA  itself  is  not  a 
large  government  agency.  We  have  a  staff  of 
4,600  employees,  with  administrative  costs  of 
about  $170  million  a  year  for  all  of  HCFA's 
administrative  functions.  An  additional  $200 
million  is  spent  by  the  Social  Security  Adminis- 
tration to  service  Medicare  beneficiaries.  We 
pay  the  States  about  $800  million  a  year  for 
Medicaid  administrative  costs  while  Medicare 
contractors  receive  over  $600  million  to  operate 
that  program.  About  75,000  full  time  employees 
in  States,  carriers  and  intermediaries  actually 
implement  HCFA's  programs. 

Our  new  organizational  structure  will  not 
result  in  increased  Federal  staff  or  overhead. 
Rather,  it  is  intended  to  array  our  existing  re- 
sources in  the  most  appropriate  manner  to  ac- 
complish our  basic  functions  and  to  deal  with 
contractors,  providers  and  beneficiaries: 

1 .  A  single  Bureau  of  Program  Policy  consol- 
idates policy  activities  currently  carried 
out  in  Medicare,  Medicaid  and  the  Office 
of  Reimbursement  Practices. 


2.  A  single  Bureau  of  Program  Operations 
consolidates  contracting  and  State  opera- 
tions activities  currently  carried  out  in 
Medicare  and  Medicaid. 

3.  A  new  Bureau  of  Quality  Control  consoli- 
dates the  activities  of  Program  Integrity 
and  the  Medicare  and  Medicaid  quality 
control  programs  into  a  single  organiza- 
tion. 

4.  A  new  Bureau  of  Support  Services  con- 
solidates centrally  performed  claims  pro- 
cessing. 

5.  The  Bureau  of  Health  Standards  and 
Quality  will  continue  in  its  current  struc- 
ture to  be  responsible  for  the  PSRO  pro- 
gram and  standards  and  certification  ef- 
forts. 

The  overall  HCFA  structure,  and  the  func- 
tional responsibilities  of  each  major  compo- 
nent, are  described  in  this  issue  of  "Perspec- 
tives." 

There  is  also  a  special  article  on  the  new 
Office  of  Intergovernmental  Affairs,  which  will 
provide  a  focal  point  within  HCFA  for  States 
and  localities  to  communicate  with  us,  and  to 
make  sure  their  views  are  represented  in  all  our 
functions.  I  believe  the  Office  of  Intergovern- 
mental Affairs  to  be  critical  in  our  relations 
with  the  States  and  localities. 

Reorganization  is  not  an  end  in  itself.  It  is 
intended  to  provide  the  best  possible  structure 
to  help  us  confront  the  challenges  and  benefit 
from  the  opportunities  inherent  in  accomplish- 
ing our  mission.  But  the  best  possible  HCFA 
organization,  and  the  best  possible  HCFA  ef- 
forts, will  not  be  enough  to  solve  the  problems 
we  face.  The  kind  of  management  improve- 
ments needed  to  achieve  our  common  goals 
require  cooperative  efforts  and  dynamic  work- 
ing relationships  among  all  of  us  who  share 
responsibilities  for  administering  and  providing 
health  care  in  America.  To  the  degree  we  are 
successful,  the  poor,  aged  and  disabled — who 
depend  on  us — will  benefit. 
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THE  HCFA  REORGANIZATION 

MISSION 


HCFA  must  ensure  the  effective  administration  of  its  programs  in  order  to  promote  the 
timely  deHvery  of  appropriate,  quality  health  care  to  its  beneficiaries — the  aged,  the  disa- 
bled and  the  poor  of  this  country. 

HCFA  must  make  certain  that  beneficiaries  are  aware  of  the  services  for  which  they  are 
eligible,  that  those  services  are  accessible  to  them  and  are  provided  in  the  most  effective 
manner. 

HCFA  must  ensure  that  its  policies  and  actions  promote  efficiency  and  quality  within  the 
total  health  delivery  system  which  serves  all  Americans.  This  requires  a  constructive  rela- 
tionship with  providers  and  third  parties  involved  in  that  system. 


KEY  HCFA  FUNCTIONS 


Establishment  and  promulgation  of  clear  policy  on  eligibility  for  HCFA  programs,  cover- 
age and  reimbursement  of  health  care  services,  standards  for  providers,  and  program  ad- 
ministration. 

Development  of  comprehensive  agreements  with  contractors  and  States  which  stipulate 
the  conditions  under  which  HCFA  programs  are  carried  out,  the  performance  standards 
which  must  be  met  in  their  administration,  and  the  programmatic  results  which  are  to  be 
achieved. 

Monitoring  the  performance  of  contractors  and  States  in  administering  HCFA  programs 
consistent  with  program  and  performance  standards.  HCFA  also  engages  in  direct  moni- 
toring of  health  care  providers  to  make  sure  that  programmatic  goals  are  achieved. 


This  material  is  excerpted  from  HCFA  Administrator's  Report  Number  10,  March  29,  1979. 
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REORGANIZATION  BENEFITS,  STRUCTURES  AND  ROLES 


HCFA's  reorganized  structure  provides  for 
more  effective  administration  of  Medicare  and 
Medicaid  by  aligning  HCFA's  organizational 
units  more  consistently  with  the  key  functions 
HCFA  must  perform.  The  reorganization  be- 
came effective  June  20,  1979. 

Expanded  Services  to  Beneficiaries:  More  ef- 
fective administration  of  Medicare  and  Medi- 
caid will  serve  to  encourage  expanded  services 
and  assistance  for  HCFA  beneficiaries.  The 
integration  of  Medicare  and  Medicaid  adminis- 
tration will  permit  simplification  and  greater 
consistency  of  administrative  procedures  be- 
tween the  two  programs.  At  the  provider  level, 
greater  consistency  in  the  features  of  Medicare 
and  Medicaid  administration,  in  such  areas  as 
billing,  will  reduce  barriers  to  greater  participa- 
tion by  providers.  Greater  provider  participa- 
tion will  increase  the  access  which  beneficiaries 
have  to  health  services.  Adoption  of  integrated 
program  administration  will  also  simplify 
HCFA's  relationships  with  the  health  industry 
and  will  facilitate  identification  of  those  ad- 
ministrative barriers  which  inhibit  provider  par- 
ticipation. 

Through  enhanced  quality  control,  the  reor- 
ganization will  increase  the  funds  available  for 
services  by  reducing  the  amounts  lost  to  waste 
and  abuse.  More  fundamentally,  greater  control 
over  the  financial  integrity  of  Medicare  and 
Medicaid  as  well  as  more  effective  administra- 
tion of  these  programs  will  promote  the  public 
perception  that  Federal  health  financing  pro- 
grams represent  a  prudent,  manageable  invest- 
ment of  public  funds.  This  confidence  is  a  pre- 
requisite to  legislative  considerations  of  addi- 
tional benefits  or  services. 

Efficiency  and  Quality  in  the  Health  Care 
System:  HCFA  programs  purchase  an  increas- 


ingly large  share  of  the  country's  health  care 
services  annually.  The  policies  and  procedures 
which  HCFA  adopts  increasingly  affect  the 
health  care  industry.  The  reorganization  is  a 
step  towards  preparing  HCFA  in  the  long  term 
to  exercise  this  influence  more  rationally. 

HCFA's  new  structure  integrates  Medicare 
and  Medicaid  program  administration  in  a  func- 
tional organizational  structure  which  divides 
HCFA's  responsibilities  as  follows: 

In  the  Bureau  of  Program  Policy,  the  Offices 
of  Reimbursement,  Coverage  and  Eligibility 
Policy  will  establish  and  promulgate  pro- 
gram policy  in  these  areas. 

The  Health  Standards  and  Quality  Bureau 
will  develop  health  quality  and  safety  stand- 
ards for  providers. 

In  the  Bureau  of  Program  Operations,  the 
Office  of  Methods  and  Systems  will  define 
the  services  which  contractors  and  States 
are  to  perform;  the  Office  of  Program  Ad- 
ministration will  develop  and  manage  agree- 
ments with  contractors  and  States  which 
arrange  for  these  services;  the  Medicaid/ 
Medicare  Management  Institute  will  dissem- 
inate management  information  to  HCFA 
program  managers;  and  the  Office  of  Stand- 
ards and  Performance  Evaluation  will  de- 
velop standards  for  contractor  and  State  per- 
formance. The  Office  of  Standards  and  Per- 
formance Evaluation  will  also  monitor  the 
performance  of  contractors  and  States  in 
carrying  out  their  agreed-upon  responsibili- 
ties. 

The  Bureau  of  Quality  Control  will  monitor 
contractors.  States  and  providers  to  ensure 
the  valid  expenditure  of  program  funds. 
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FUNCTIONS  OF  HCFA'S  NEW 
OFFICES  AND  BUREAUS 


The  Health  Care  Financing  Administration 
(HCFA)  is  a  principal  operating  component  of 
the  Department  of  Health,  Education,  and  Wel- 
fare (HEW).  Leonard  D.  Schaeflfer,  the  Admin- 
istrator of  HCFA,  reports  directly  to  HEW  Sec- 
retary Patricia  R.  Harris. 

HCFA's  central  office  now  consists  of  the 
following  organizational  elements: 

Office  of  the  Administrator 

Office  of  Executive  Operations 

Office  of  Intergovernmental  Affairs 

Office  of  Special  Programs 

Office  of  Professional  and  Scientific  Affairs 

Office  of  Health  Regulations 

Equal  Opportunity  Office 

Office  of  Public  Affairs 

Office  of  Management  and  Budget 

Office  of  Research,  Etemonstrations,  and 

Statistics 
Office  of  Legislation  and  Policy 
Office  of  Beneficiary  Services 
Health  Standards  and  Quality  Bureau 
Bureau  of  Quality  Control 
Bureau  of  Program  Operations 
Bureau  of  Program  Policy 
Bureau  of  Support  Services 
Office  of  the  Regional  Administrators. 

The  Administrator  is  responsible  for  the  plan- 
ning, development,  coordination  and  implemen- 
tation of  all  HCFA  programs  (Medicare,  Medi- 
caid and  Professional  Standards  Review)  and 
directs  the  development  of  effective  relation- 
ships between  these  programs  and  other  health 
related  programs.  Within  broad  HEW  policy 
and  guidelines,  the  Administrator  oversees  the 
establishment  and  development  of  program 
goals  and  objectives,  policies,  standards  and 
guidelines;  evaluates  progress  of  HCFA  pro- 
grams; and  ensures  required  actions  are  taken 
to  achieve  program  objectives.  The  Administra- 
tor works  with  the  States,  other  Federal  agen- 
cies and  non-governmental  organizations  in 
administering  health  care  financing  programs. 


The  Administrator  is  assisted  by  a  general  de- 
puty, who  functions  with  full  authority  during 
the  Administrator's  absence. 

LEONARD  D.  SCHAEFFER,  HCFA  Ad- 
ministrator since  November  1978,  was  formerly 
HEW's  Assistant  Secretary  for  Management 
and  Budget.  Mr.  Schaeffer  can  be  reached  on 
301-594-7917  (Baltimore)  and  202-245-6726 
(Washington). 

EARL  M.  COLLIER,  JR.,  HCFA's  Deputy 
Administrator,  is  an  attorney  and  was  formerly 
Executive  Deputy  Director  of  the  New  York 
State  Office  of  Health  Systems  Management. 
Mr.  Collier's  phone  number  is  301-594-7727. 

The  Office  of  Executive  Operations  includes: 
the  Executive  Secretariat, 
the  Office  of  Field  Operations, 
the  Office  of  Issuances  and 
the  Office  of  Regulations  Management. 

This  office  assures  the  exchange  of  important 
information  among  the  Administrator,  HCFA 
components,  and  the  Office  of  the  Secretary 
and  prepares  or  coordinates  the  preparation  of 
written  documents  to  assist  the  Administrator 
in  resolving  HCFA  program  and  administrative 
policy  issues.  It  also  directs  efforts  to  evaluate 
HCFA  regional  operations;  represents  regional 
office  concerns  regarding  organizational  and 
administrative  issues  as  well  as  the  develop- 
ment, review,  and  clearance  of  program  poli- 
cies, procedures,  and  instructions;  coordinates 
the  preparation  of  policy  issuances  for  provid- 
ers, contractors.  State  agencies,  regional  of- 
fices. Professional  Standards  Review  Organiza- 
tions, the  Social  Security  Administration  and 
other  audiences  directly  involved  in  administer- 
ing HCFA  programs;  manages  the  HCFA  sys- 
tem for  developing  regulations,  and  serves  as 
the  HCFA  Federal  Register  contact  point. 

KEVIN  SEXTON,  Acting  Director  of  the 
Office  of  Executive  Operations,  was  formerly  a 
special  assistant  to  the  HCFA  administrator. 
His  phone  number  is  301-594-9025. 
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The  Office  of  Intergovernmental  Affairs  pro- 
vides leadership  for  HCFA  in  intergovernmental 
affairs;  advises  the  Administrator  on  all  policy 
and  program  matters  which  affect  other  units 
and  levels  of  government;  in  coordination  with 
the  Deputy  Under  Secretary  for  Intergovern- 
mental Affairs,  the  Principal  Regional  Officials, 
and  HCFA's  Regional  Offices,  meets  with  key 
State  and  local  officials  to  strengthen  HCFA's 
relationships  with  other  governmental  jurisdic- 
tions, and  to  resolve  sensitive  intergovern- 
mental problems  and  issues;  consults  with  State 
and  local  officials  regarding  proposed  HCFA 
policy  and  operational  issuances;  assesses  the 
impact  on  States  and  localities  of  HCFA  penal- 
ty, disallowance,  or  compliance  actions  or  new 
performance  standards.  This  office  assists 
States  and  localities  in  obtaining  technical  ma- 
terials, assistance  and  support  from  HCFA 
components;  upon  State  request,  arranges  for 
the  exchange  of  HCFA  staff  with  State  and 
local  agencies;  develops  and  provides  briefings 
on  intergovernmental  affairs  issues  for  HCFA 
staff;  and  briefs  State  and  local  agencies  on 
HCFA's  mission,  organization  and  functions. 
(An  article  on  IGA  activities  appears  later  in 
this  special  section.) 

RICHARD  W.  HEIM,  Acting  Director  of  the 
Office  of  Intergovernmental  Affairs,  was  for- 
merly Director  of  the  Medicaid  Bureau.  Mr. 
Heim  can  be  reached  on  301-594-9725. 

Tlie  Office  of  Special  Programs  includes: 
the  Office  of  Child  Health  and 
the  Office  of  End-Stage  Renal  Disease. 

This  office  administers  the  Child  Health  and 
End-Stage  Renal  Disease  Programs  and  coordi- 
nates with  other  components  inside  and  outside 
HCFA  and  maintains  contact  with  provider 
groups.  State  officials,  carriers  or  intermediary 
groups  to  discuss  proposed  improvements  and 
operations  changes.  The  Office  of  Child  Health 
is  responsible  for  the  Early  and  Periodic 
Screening  Diagnosis  and  Treatment  (EPSDT) 
Program  and  for  developing,  planning,  and  im- 
plementing Child  Health  programs  in  Medicaid. 
The  Office  of  End-Stage  Renal  Disease  deals 
with  other  governmental  agencies  and  others 


concerned  with  kidney  disease  and  related  mat- 
ters, and  is  responsible  for  ESRD  program 
management  information  systems  and  network 
planning  and  administration. 

(Director  of  the  Office  of  Special  Programs  is 
to  be  announced.  Until  such  time.  Deputy  Ad- 
ministrator Collier  has  operational  responsibility 
for  this  office.  The  office  telephone  number  is 
301-597-1155.) 

The  Office  of  Professional  and  Scientific  Affairs 

maintains  liaison  with  medical,  dental,  and  al- 
lied health  practitioners,  institutional  providers 
of  health  services,  and  academic  institutions 
responsible  for  the  education  of  health  care 
professionals;  provides  professional  knowledge 
and  makes  recommendations  to  the  HCFA 
Administrator  and  managers  in  the  develop- 
ment of  policies,  regulations,  procedures,  and 
legislative  proposals  which  affect  the  health 
care  field;  serves  as  a  focal  point  for  external 
health  care  groups  to  gain  understanding  of 
HCFA  objectives;  evaluates  and  transmits 
suggestions  and  criticisms  from  the  health  care 
field  to  the  Administrator  and  promotes  an 
open  exchange  of  viewpoints  between  the 
health  care  field  and  HCFA. 

ROGER  O.  EGEBERG,  M.D.,  Acting  Direc- 
tor of  the  Office  of  Professional  and  Scientific 
Affairs,  was  formerly  the  Special  Assistant  to 
the  Secretary  of  HEW  for  Health  Policy  and 
Special  Consultant  to  the  President  on  Health 
Affairs.  Dr.  Egeberg  can  be  reached  on  301- 
594-9721. 

The  Office  of  Health  Regulations  reviews  Fed- 
eral health  related  regulations  to  determine 
where  they  are  not  cost  effective,  are  internally 
conflicting  or  duplicative,  or  provide  inappro- 
priate behavioral  incentives  to  providers;  and 
coordinates  with  other  Executive  agencies 
when  their  regulations  affect  health  care  institu- 
tions. The  Office  of  Health  Regulations  has 
been  established  as  a  two  year  task  force.  It 
reports  to  the  HCFA  Administrator,  and  re- 
ceives additional  policy  guidance  from  the  As- 
sistant Secretary  for  Health  when  Public 
Health  Service  regulations  are  under  review. 

JOHN  REISS,  Acting  Director  of  the  Office 
of  Health  Regulations,  was  formerly  Assistant 
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Commissioner  for  Health  Planning  and  Re- 
sources Development  of  the  New  Jersey  State 
Department  of  Health.  Mr.  Reiss  can  be 
reached  on  202-245-1686. 

The  Equal  Opportunity  Office  develops 
HCFA  equal  employment  opportunity  and  vol- 
untary civil  rights  compliance  policy  and  as- 
sesses implementation  of  these  policies;  advises 
the  Administrator  concerning  HEW  EEC  poli- 
cies and  programs;  cooidinates  the  develop- 
ment of  HCFA  affirmative  equal  employment 
opportunity  plans,  and  ensures  compliance  with 
equal  opportunity  requirements;  provides  con- 
ciliation, mediation  and  adjudication  of  formal 
and  informal  allegations  of  discrimination;  high- 
lights the  special  concerns  of  minority  groups 
and  women;  coordinates  HCFA  civil  rights  ac- 
tivities and  evaluates  HCFA  performance;  de- 
velops guidelines  to  facilitate  voluntary  compli- 
ance with  civil  rights  regulations  by  HCFA 
programs;  and  coordinates  the  review  of  pro- 
gram regulations  to  ensure  conformity  with 
HEW  civil  rights  policy  and  serves  as  primary 
HCFA  contact  for  the  Office  of  Civil  Rights. 

GEORGE  JAMES,  Acting  Director  of 
HCFA's  Equal  Opportunity  Office  continues  in 
that  position.  Mr.  James  can  be  reached  on 
301-594-7761. 

The  OflBce  of  Public  Affairs  includes: 
the  Division  of  Public  Information  and 
the  Division  of  Program  Development. 

The  Office  of  Public  Affairs  plans,  directs 
and  coordinates  HCFA  public  affairs  activities 
including:  media  relations,  production  of  radio, 
television,  and  film  products,  and  preparation 
of  general  purpose  publications;  provides  ad- 
vice to  all  HCFA  components  regarding  public 
affairs;  maintains  liaison  with  external  groups, 
including  the  health  care  industry  and  intergov- 
ernmental organizations  to  provide  information 
about  HCFA  programs,  policies,  and  activities; 
and  administers  the  Freedom  of  Information 
Act  for  HCFA. 

PATRICIA  SCHOENI,  Acting  Director  of 
the  Office  of  Public  Affairs,  continues  in  that 


position.  Ms.  Schoeni  can  be  reached  on  202- 
245-0381. 

The  Office  of  Management  and  Budget  in- 
cludes: 

the  Office  of  Human  Resources  and  Adminis- 
trative Services, 
the  Office  of  Management  Services, 
the  Office  of  Financial  Management  Services, 
the  Office  of  the  Attorney  Advisor  and 
the  Provider  Reimbursement  Review  Board. 

This  component  develops  and  executes 
HCFA  policy  related  to  direction,  coordination, 
and  overall  operational  control  of  the  HCFA 
budget,  finance  and  accounting,  personnel, 
management  evaluation  and  analysis,  adminis- 
trative management  services,  project  grants, 
contracting  and  procurement,  and  work  plan- 
ning programs  and  operations. 

HOWARD  PHANSTIEL,  Director  of  the 
Office  of  Management  and  Budget,  was  former- 
ly Vice  President,  Strategic  Planning  of  the  Ci- 
tibank of  the  New  York  City.  Mr.  Phanstiel's 
phone  number  is  301-594-9730. 

The  Office  of  Research,  Demonstrations,  and 
Statistics  includes: 

the  Office  of  Financial  and  Actuarial  Analy- 
sis, 

the  Office  of  Statistics  and   Data  Manage- 
ment, 

the  Office  of  Demonstrations  and  Evaluation 
and 
the  Office  of  Research. 

This  office  provides  leadership  and  direction 
for  HCFA  health  care  financing  research,  dem- 
onstrations and  statistical  activities;  works 
closely  with  the  Administrator,  other  bureau/ 
office  directors,  and  high  level  staff  outside 
HCFA  to  insure  that  Agency  objectives  in 
these  areas  are  accomplished;  and  publishes 
HCFA  research  and  program  statistics. 

CLIFTON  R.  GAUS,  Acting  Director  of 
HCFA's  Office  of  Research,  Demonstrations 
and  Statistics,  was  formerly  Director,  Office  of 
Policy,  Planning  and  Research,  HCFA.  Mr. 
Gaus  can  be  reached  on  202-245-2185. 
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The  Office  of  Legislation  and  Policy  includes: 
the  Office  of  Legislation  and  Congressional 
Affairs  and 
the  Office  of  Policy  Analysis. 

This  office  provides  leadership  and  direction 
within  HCFA  for  legislative  planning  and  poli- 
cy analysis  programs;  develops  and  evaluates 
recommendations  concerning  legislative  pro- 
posals for  changes  in  health  care  financing; 
develops  long-range  HCFA  legislative  plans; 
coordinates  its  activities  with  the  Office  of  the 
Assistant  Secretary  for  Legislation  (ASL)  and 
serves  as  the  principal  contact  point  with  the 
ASL  on  legislative  and  Congressional  relations 
activities.  It  develops  HCFA  strategy  for  long- 
range  and  yearly  policy  plans  in  such  areas  as 
cost  containment,  reimbursement  limitations, 
and  alternative  methods  of  reimbursement  and 
coverage;  plans,  directs,  and  develops  HCFA 
"strategy  planning"  documents;  provides  tech- 
nical and  advisory  services  to  HCFA  compo- 
nents, members  of  the  Executive  Branch  and 
other  Government  agencies  interested  in  health 
care  financing  legislation,  congressional  rela- 
tions, and  policy  development;  and  in  conjunc- 
tion with  the  ASL,  provides  health  care  financ- 
ing legislation  information  services  to  congres- 
sional committees,  individual  members  of  Con- 
gresss  and  private  organizations. 

JEFFREY  C.  MERRILL,  Acting  Director  of 
the  Office  of  Legislation  and  Policy,  was  for- 
merly Director  of  HCFA's  Executive  Secretari- 
at. Mr.  Merrill  can  be  reached  on  202-245-0301. 

The  Office  of  Beneficiary  Services  advises  the 
Administrator  and  HCFA  on  health  care  re- 
quirements of  the  elderly  and  the  needy  based  on 
direct  contact  with  the  elderly  and  the  needy, 
and/or  beneficiary  and  consumer  groups.  This 
office  maintains  close  working  relationships 
with  HCFA  central  and  regional  components. 
Social  Security  Administration  central,  regional, 
and  field  components,  HEW  and  other  Federal 
agencies,  State  agencies,  and  beneficiary  and 
consumer  groups  to  identify  and  assess  the  need 
for  HCFA  program  information,  benefits,  serv- 
ices, and  the  impact  of  proposed  HCFA  actions 
and  operating  systems  and  programs.  In  addi- 
tion,  this  office  presents  the  overall   view  of 


HCFA's  mission,  promotes  its  acceptance  by 
health  care  beneficiaries,  and  participates  with 
other  HCFA  components  in  the  development 
and  implementation  of  HCFA  objectives  per- 
taining to  beneficiary  services,  including  respon- 
dipg  to  beneficiary  referrals  concerning  unique 
health  or  health-related  problems. 

(The  Director  of  the  Office  of  Beneficiary 
Services  has  not  yet  been  announced.  The  office 
telephone  number  is  301-597-2898.) 

The  Health  Standards  and  Quality  Bureau  in- 
cludes: 

the  Office  of  Policy  Development  and  Coor- 
dination, 

the  Office  of  Program  Support, 

the  Office  of  Professional  Standards  Review 

Organizations  and 

the  Office  of  Standards  and  Certification. 
The  Health  Standards  and  Quality  Bureau 
develops,  interprets,  implements  and  evaluates 
the  health  quality  and  safety  standards  for 
Medicaid  and  Medicare  providers  and  suppliers 
of  services,  and  evaluates  their  impact  on  the 
utilization,  quality,  and  cost  of  health  care 
services.  The  Bureau  also  monitors  and  vali- 
dates the  process  for  certifying  these  providers 
and  suppliers  for  participation  in  the  Medicaid 
and  Medicare  programs;  develops,  interprets, 
implements,  and  evaluates  policies  for  profes- 
sional standards  review,  related  p>eer  review, 
utilization  review,  and  utilization  control  pro- 
grams under  Medicare  and  Medicaid.  In  sup- 
port of  the  Office  of  Special  Programs,  it  devel- 
ops, interprets,  and  evaluates  health  care  and 
health-related  policies  related  to  the  End-Stage 
Renal  Disease  (ESRD)  program;  establishes 
specifications  for  information  and  data  report- 
ing, collection  and  systems  requirements  for 
PSRO  and  provider  certification;  and  serves  as 
HCFA's  focal  point  in  its  interface  with  the 
Public  Health  Service  on  medical  care  stand- 
ards, quality  assurance,  and  other  health-relat- 
ed policy  matters. 

HELEN  L.  SMITS,  M.D.,  Acting  Director 
of  HCFA's  Bureau  of  Health  Standards  and 
Quality,  has  served  in  that  position  since  1977, 
and  continues  in  that  job.  Dr.  Smits  can  be 
reached  on  301-597-1910. 
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The  Bureau  of  Quality  Control  includes: 

the  Executive  Operations  Staff, 
the  Office  of  Quality  Control  F*rograms, 
the  Office  of  F*rogram  Validation, 
the  Office  of  Financial  Analysis  and 
the  Office  of  Systems  Analysis. 

This  Bureau  operates  statistically-based  quali- 
ty control  and  penalty  programs  in  the  areas 
of  Early  and  Periodic  Screening  Diagnosis  and 
Treatment  program,  end  of  line  bill  review,  eli- 
gibility review,  third  party  liability.  Part  A 
(Medicare  inpatient  hospital,  skilled  nursing 
facility,  and  home  health  care  insurance),  quality 
assurance,  and  utilization  control,  and  develops 
similar  additional  quality  control  programs 
to  measure  the  financial  integrity  of  Medicare  and 
Medicaid.  Following  coordination  with  HCFA 
components,  this  Bureau  notifies  carriers,  fiscal 
intermediaries  and  State  agencies  of  findings  re- 
sulting from  quality  control  programs;  makes 
recommendations  to  the  Administrator  regarding 
financial  penalties;  assists  States  and  Medicare 
contractors  in  improving  the  management  of  Fed- 
erally required  quality  control  programs;  reviews 
program  expenditure  information  to  detect  pat- 
terns of  erroneous  expenditures;  reviews  selected 
providers  to  identify  patterns  of  improper  ex- 
penditures and  assures  that  corrective  action  is 
taken  by  responsible  HCFA  components;  devel- 
ops and  conducts  an  internal  HCFA  audit  pro- 
gram evaluating  the  effectiveness  of  HCFA  oper- 
ating policies  and  procedures  with  a  focus  on 
those  which  may  be  resulting  in  erroneous  ex- 
penditures; plans  and  conducts  an  internal  HCFA 
audit  program  evaluating  the  effectiveness  of 
HCFA  operating  policies  and  procedures  with  a 
focus  on  those  which  may  be  resulting  in  erro- 
neous expenditures;  plans  and  conducts  compre- 
hensive validations  of  payments  made  to  partici- 
pating providers;  serves  as  the  focal  point  for 
preparing  responses  to  GAO  and  HEW  Audit 
Agency  audits,  and  oversees  the  implementation 
of  resulting  HCFA  actions;  and  participates  with 
other  HCFA  components  in  the  development  of 
regulations,  policies,  and  procedures. 

JOHN  D.  KENNEDY,  Acting  Director  of  the 
Bureau  of  Quality  Control,  was  formerly  HCFA's 
Boston  Regional  Administrator.  Mr.  Kennedy 
can  be  reached  on  301-594-5840. 


The  Bureau  of  Program  Operations  includes: 
the  Executive  Office, 
the  Group  Health  Plans  Operations  Staff, 
the  Office  of  F*rogram  Administration, 
the  Office  of  Methods  and  Systems, 
the   Office   of   Standards   and    Performance 
Evaluation  and 

the  Medicaid/Medicare  Management  fnsti- 
tute.  (An  article  on  the  Medicaid/Medicare 
Management  Institute  appears  later  in  this 
special  section.) 

This  Bureau  provides  direction  and  technical 
guidance  for  the  nationwide  administration  of 
HCFA's  health  financing  programs;  develops, 
negotiates,  executes,  and  manages  contracts 
with  Medicare  contractors  and  coordinates  re- 
view of  State  plan  amendments;  manages  Medi- 
care/Medicaid  financial  management  systems, 
and  national  budgets  for  State  and  Medicare 
contractors;  establishes  national  policies  and 
procedures  for  procurement  of  claims  process- 
ing and  related  services  from  the  private  sec- 
tor; defines  the  relative  responsibilities  of  all 
parties  in  health  financing  operations  and  de- 
signs the  operational  systems  which  link  these 
parties;  directs  the  establishment  of  standards 
for  contractors  and  State  agencies  and  evalu- 
ates their  performance  against  these  standards 
resulting  in  recommendations  regarding  termi- 
nation, rewards,  penalties,  non-renewals  or 
other  appropriate  actions;  collects,  dissemi- 
nates, and  analyzes  operational  data  regarding 
contractors  and  State  agency  performance.  This 
Bureau  directs  the  processing  of  Part  A  benefici- 
ary appeals  and  beneficiary  overpayments;  pro- 
motes improved  program  management  through 
implementing  a  corrective  action  strategy  and 
serves  as  a  clearinghouse  of  best  management 
techniques;  manages  HCFA's  conference  pro- 
gram with  State  and  contractor  groups  for  con- 
sultation and  information  exchange  and  provides 
training  for  HCFA  staff  and  training  assistance  to 
State  contractor  staffs  for  implementing  manage- 
ment improvements. 

MILDRED  L.  TYSSOWSKI,  Acting  Director 
of  HCFA's  Bureau  of  Program  Operations,  was 
formerly  the  Acting  Director  of  the  Medicare 
Bureau.  Mrs.  Tyssowski  can  be  reached  on  301- 
594-9000. 
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The  Bureau  of  Program  Policy  includes: 


The  Bureau  of  Support  Services  includes: 


the  Regulation  Staff, 

the  Management  Support  Staff, 

the  Executive  Secretariat, 

the  Office  of  Coverage  Policy, 

the  Office  of  Reimbursement  Policy  and 

the  Office  of  Eligibility  Policy. 


The  Bureau  of  Program  Policy  reviews  exist- 
ing policy,  develops  new  policy  and  regulations 
concerning  eligibility,  coverage  of  benefits,  utili- 
zation effectiveness  of  providers  of  services, 
reimbursement,  limits  to  the  costs  of  health  care, 
and  other  Medicaid  and  Medicare  administrative 
and  technical  matters.  In  cooperation  with  the 
Office  of  General  Counsel,  this  Bureau  coordi- 
nates litigation  affecting  HCFA  programs,  repre- 
sents HCFA  before  the  Bureau  of  Hearings  and 
Appeals,  the  Social  Security  Administration  and 
the  Provider  Reimbursement  Review  Board  and 
conducts  Medicare  and  Medicaid  hearings  on 
behalf  of  the  Secretary  or  Administrator  that  are 
not  within  the  jurisdiction  of  BHA  or  the  States. 

ROBERT  D.  O'CONNOR,  Acting  Director  of 
the  Bureau  of  Program  Policy,  was  formerly  Act- 
ing Director  of  HCFA's  Office  of  Reimbursement 
Practices.  Mr.  O'Connor  can  be  reached  on  301- 
594-9324. 


the  Management  Staff, 

the  Systems  Policy  and  Planning  Staff, 

the  Office  of  Administrative  Systems, 

the  Office  of  Computer  Operations, 

the  Office  of  Health  Program  Systems  and 

the  Office  of  Direct  Reimbursement. 

The  Bureau  provides  direction  for  the  nation- 
wide operation  of  a  centralized  automatic  data 
processing  and  telecommunications  facility  for 
HCFA,  including  systems  analysis,  program- 
ming, computer  operations,  and  data  transmis- 
sion; provides  reimbursement  services  to  provid- 
ers that  choose  to  receive  Medicare  payment 
directly  from  HCFA;  establishes  and  maintains 
computerized  records  supporting  HCFA  pro- 
grams, including  records  for  determining  enti- 
tlement to  and  utilization  of  Medicare  benefits 
and  various  administrative  and  program  man- 
agement records. 

RALPH  A.  HOWARD,  Acting  Director  of 
HCFA's  Bureau  of  Support  Services,  was  for- 
merly Director  of  HCFA's  Office  of  Management 
and  Budget.  Mr.  Howard  can  be  reached  on  301- 
594-9258. 

(Note:  The  Office  of  the  Regional  Administra- 
tors is  not  discussed  in  this  article  because  it 
was  not  reorganized  at  this  time.  Regional  re- 
organization will  occur  at  a  later  date.) 
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THE  OFFICE  OF  INTERGOVERNMENTAL  AFFAIRS 


by  MARION  LEBRON 


The  new  Office  of  Intergovernmental  Affairs 
(IGA)  is  well  underway  in  its  dual  locations  in 
Baltimore  and  Washington.  Created  in  conjunc- 
tion with  the  reorganization  of  HCFA,  IGA  will 
advise  the  Administrator  on  all  policy  and  pro- 
gram matters  cutting  across  governmental  juris- 
dictional lines  and  will  serve  as  the  focal  point 
in  HCFA  for  the  resolution  of  intergovern- 
mental problems  and  issues. 

The  functions  of  the  Office  are  concentrated 
primarily  in  three  areas:  ombudsman,  policy 
and  training.  In  its  ombudsman  role,  IGA  will 
maintain  liaison  with  numerous  other  Federal 
offices  as  well  as  State  and  local  governments 
and  private  organizations.  At  the  Federal  level, 
IGA  will  assist  the  HCFA  Bureaus  in  the  time- 
ly resolution  of  intergovernmental  problems. 
Contact  will  also  be  developed  with  other  Fed- 
eral agencies  to  recognize  issues  crossing 
HCFA  program  lines  in  order  to  facilitate  gov- 
ernment-wide coordination.  In  addition,  IGA 
will  work  with  the  HEW  Deputy  Under  Secre- 
tary for  Intergovernmental  Affairs  to  represent 
HCFA  in  strengthening  relationships  with  key 
State  and  local  officials  and  to  maintain  liaison 
with  national  organizations  representing  State 
and  local  officials.  IGA  will  also  communicate 
with  numerous  other  national  associations  rep- 
resenting a  broad  range  of  interests.  Such 
groups  include  the  American  Public  Health 
Association,  the  American  Public  Welfare  As- 
sociation, and  the  National  Council  on  Aging 
and  others. 

In  its  policy  role,  IGA  will  be  interacting 
with  the  States  and  localities  in  several  ways. 
All  policy  materials  having  an  impact  on  the 
States  will  be  reviewed  both  to  accomplish  the 
HCFA  policy  or  program  objectives  and  to  give 
HCFA  staff  and  the  Administrator  the  reaction 
of  State  officials  and  their  organizations  to 
those  programs  and  policies.  The  office  not 
only  will  participate  in  resolving  problem  areas 
but  will  serve  as  a  conduit  for  State  and  local 


input  regarding  the  development  of  HCFA  poli- 
cies relevant  to  State  and  local  programs.  In 
addition,  IGA  will  be  participating  in  the  moni- 
toring of  HCFA  proposed  disallowances  and 
reconsiderations.  These  proposals  will  be  di- 
rected to  IGA  for  communication  with  State 
administrations  in  the  initial  stages  of  the  disal- 
lowance. 

The  training  component  is  the  third  function 
of  IGA.  In  this  role  the  Office  develops  and 
provides  training  sessions  on  intergovernmental 
affairs  for  HCFA  staff  and  for  State  and  local 
agencies  on  HCFA's  mission,  its  organization, 
functions  and  priorities. 

Richard  Heim,  the  Director  of  the  Office  of 
Intergovernmental  Affairs,  is  located  in  Room 
752,  East  High  Rise  Building,  6401  Security 
Boulevard  at  HCFA  headquarters  in  Baltimore, 
Maryland  21235.  His  phone  number  is  301-594- 
9725  (Commercial)  or  FTS  934-9725.  Henry  Spie- 
gelblatt  and  Sam  Martz  staff  IGA's  Washington 
office  located  in  Room  5114  of  the  Switzer  Build- 
ing, 330  C  Street,  SW,  Washington,  DC  21201. 
Their  telephone  number  is  202-245-0015. 
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THE  MEDICAID/MEDICARE  MANAGEMENT  INSTITUTE: 
PROGRESS  THROUGH  AN  EXPANDED  PARTNERSHIP 


by  MARY  KENESSON 

The  HCFA  reorganization  created  new  op- 
portunities for  a  more  effective  Federal  role  in 
improving  management  of  the  Medicare  and 
Medicaid  programs.  The  Medicaid/Medicare 
Management  Institute  (M/MMI)  will  support 
the  potential  of  new  HCFA  relationships  with 
the  State  agencies  and  Medicare  contractors 
who  have  "front  line"  responsibilities  for  pro- 
gram administration. 

The  new  Medicaid/Medicare  Management  In- 
stitute, directed  by  Mary  Kenesson,  has  greater 
responsibilities — and  capabilities — than  the  for- 
mer Institute  for  Medicaid  Management  (IMM) 
which  existed,  before  the  HCFA  reorganization, 
within  the  Medicaid  Bureau.  We  in  M/MMI  are 
particularly  enthusiastic  about  the  challenge  to 
address  program  management  problems  common 
to  both  Medicare  and  Medicaid,  and  to  develop  an 
active  partnership  with  Medicare  carriers  and  in- 
termediaries. 

M/MMI  activities  are  designed  to  promote 
cooperative  HCFA,  State  and  contractor  initia- 
tives that  will  help  us  meet  our  joint  responsi- 
bilities for  improving  Medicare  and  Medicaid 
program  management.  Key  functions  of  the 
Institute  include: 

Problem  Analysis  for  Corrective  Action:  The 
M/MMI  Improvements  Management  Staff 
reviews  indicators  of  program  management 
problems  and  solicits  input  from  the  HCFA 
regional  offices  to  identify  priority  concerns. 
A  corrective  action  strategy  appropriate  to 
each  problem  is  developed  in  conjunction 
with  other  HCFA  components.  Some  ac- 
tions will  involve  HCFA  assistance  to  re- 
solve problems  specific  to  individual  States; 
others  may  require  HCFA  initiatives  to  ad- 
dress nationwide  problems.  The  goal  is  to 
assure  that  all  HCFA  resources  and  activi- 
ties complement  each  other  for  a  problem- 
focused  corrective  action  strategy,  to  reduce 
erroneous  program  expenditures. 
John  Parmigiani,  Acting  Deputy  Director  of 


M/MMI,  is  currently  also  Acting  Director  of 
the  Improvements  Management  Staff. 

A  Forum  for  Sharing  Management  Tech- 
niques and  Experience:  Through  confer- 
ences, workshops  and  publications,  the  M/ 
MMI  Improvements  Promotion  Division 
facilitates  information  sharing  and  training 
programs  for  Federal,  State  and  contractor 
staff  who  administer  Medicare  and  Medi- 
caid. Will  Wolstein  is  Acting  Director  of  the 
Improvements  Promotion  Division  (IPD). 

In  cooperation  with  other  HCFA  components 
and  organizations  representing  State  Medicaid 
agencies  and  Medicare  contractors,  the  Insti- 
tute sponsors  various  approaches  to  "face-to- 
face"  encounters  for  management  develop- 
ment. National  conferences  are  held  to  offer  a 
forum  for  the  State  Medicaid  Directors  and  to 
address  significant  program  issues.  Workshops 
and  seminars,  usually  repeated  in  three  or  four 
geographic  locations  to  allow  for  small  group 
discussion,  are  oriented  toward  specialized  au- 
diences for  particular  program  problem  areas. 
Programs  planned  for  fall  of  this  year  include 
the  Semi-annual  State  Medicaid  Directors' 
Conference,  workshops  on  Medicaid-PSRO  in- 
terface, cost  related  reimbursement  for  long 
term  care,  fraud  and  abuse  case  detection,  and 
others.  Alicia  Coro,  Acting  Chief  of  the  IPD  Con- 
sultation and  Training  Branch,  is  developing  a 
1980  calendar  of  M/MMI  events. 

The  Consultation  and  Training  Branch  also 
coordinates  regular  HCFA  interface  with  the 
Medicare  Fiscal  Intermediary  and  Carrier  Rep- 
resentative Advisory  Groups,  and  conducts  pro- 
gram orientation  and  training  for  HCFA  central 
ofl[ice  staff.  Branch  staff  support  program  train- 
ing efforts  among  the  HCFA  regional  offices. 
State  agencies  and  Medicare  contractors.  A  train- 
ing guide  on  Medicaid  has  been  developed  and 
will  be  distributed  soon. 
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To  further  promote  "face-to-face"  inter- 
change, the  Institute  also  maintains  and  distrib- 
utes a  resource  list  of  State  staff  available  for 
State-to-State  consultation  who  are  experts  in 
selected  program  areas,  and  coordinates  re- 
quests for  cross-State  assistance.  The  Improve- 
ments Management  Staff,  which  handles  this 
activity,  will  be  expanding  the  resource  list  to 
include  individuals  with  expertise  in  Medicare 
management. 

Up-to-date  information  on  program  manage- 
ment developments,  innovations  and  techniques 
is  available  through  various  Institute  publica- 
tions. The  "Medicaid  Management  Exchange 
(MMX),"  which  shares  notes  on  recent  devel- 
opments among  State  Medicaid  agencies  will 
soon  be  expanded  to  include  Medicare  manage- 
ment items  of  interest  to  carriers  and  interme- 
diaries. This  is  the  first  issue  of  "Perspectives 
on  Medicaid  and  Medicare  Management."  Gin- 
ger Hale,  Acting  Chief  of  the  IPD  Improve- 
ments Information  Branch,  welcomes  articles 
from  any  source,  describing  experiences  or 
ideas  that  may  contribute  to  better  program 
management.  We  also  publish  reports  of  major 
Institute-sponsored  conferences  and  work- 
shops, and  technical  documentation  of  "best 
practices"  in  selected  program  areas.  The  Im- 
provements Information.  Branch  operates  a 
Clearinghouse  of  health  care  financing  and 
management  publications  available  from  a  vari- 
ety of  sources. 

Individuals  or  agencies  interested  in  seeking 
or  sharing  information  about  Medicare  or  Medi- 


caid management  are  encouraged  to  contact  the 
Institute.  The  "MMX"  may  be  used  to  offer  or 
solicit  advice  and  assistance  from  your  counter- 
parts in  other  localities. 

"Hands  on"  Technical  Assistance:   Institute 
staff    includes    highly    specialized    analysts 
who  can   assist   in   operational   or   systems 
improvements  for   Medicaid   and   Medicare 
management.  Through  the  Corrective  Action 
Projects  Division  (Acting  Director,   Arthur 
Pergam),    intensive    on-site     assistance    is 
available  for  corrective  action  planning  and 
implementation.  All  projects  undertaken  are 
joint  ventures  between  CAPD  staff  and  the 
client  (e.g.,  a  State  agency),  requiring  com- 
mitment of  client  resources.  The  emphasis  is 
on  projects  that  will  reduce  erroneous  pro- 
gram expenditures.  Projects  underway  with 
several   States  include   expansion  of  third- 
party   health    benefit   recovery   capabilities, 
improved  State-caseworker-beneficiary  com- 
munications, and  case-characteristic  profiling 
of  quality  control  error  data. 
The    Medicaid-Medicare    Management    Insti- 
tute is  a   catalyst  to  encourage  and  promote 
new  or  better  ways  to  realize  the  potential  of 
Medicaid  and  Medicare  through  more  effective 
program  operations.  The  Institute  is  also  a  serv- 
ice organization,  to  support  cooperative  efforts 
toward     program     management     improvement 
through  a  dynamic  Federal-State-contractor  part- 
nership. We  want  to  hear  about  your  ideas,  suc- 
cesses and  concerns  and  we  look  forward  to 
working  and  learning  with  you. 
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MEDICAID/MEDICARE  MANAGEMENT  INSTITUTE 


ORDER  FORM 


For  MMMI  reports  available  to  personnel  who  are  directly  concerned  with  the  Medicaid  and 
Medicare  programs: 

D     /nsf/fu^/ona/ /?eimi)urse/77e/7f  -  Milwaukee  Conference,  July  18-20,  1977 

n     Patient/Provider  Profile  (S/UR)  Conference  Report,  June  8-10,  1977 

n     Data  on  the  Medicaid  Program:  Eligibility/Services/Expenditures,  1979  Edition 

n     Assessment  of  Resident  Care  in  Intermediate  Care  Facilities  for  Mentally  Retarded — Kansas 

City  Conference,  September  6-8,  1977 
n     Tailoring  Health  Services  to  Individual  Needs — Dallas  Conference,  September  27-29,  1978 
n     Managing  Change — State  Medicaid  Directors'  Mid  Year  Conference,  Atlanta,  December  1-2, 

1978 
n     Medicaid  &  The  Health  Care  Provider  — A  Partnership,  December  12-15,  1977,  Conference 

Report 
D     Management  of  State  Drug  Programs,  October  17-19,  1977,  Conference  Report 
D     Tenth  Annual  Conference  of  State  Medicaid  Directors,  New  Orleans,  March  6-9,  1978 

Name: 

Position  Title: 
Agency: 
Address: 


Zip  Code: 


Mail  to:     Medicaid/Medicare 

Management  Clearinghouse 

HCFA,  BPO 

389  East  High  Rise 

6401  Security  Blvd. 

Baltimore,  MD  21235 


■ftU.S.  GOVERNMENT  PRINTING  OFFICE:  19790 —    620-010/4066   REGION  3-1 
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